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has Steadily forged ahead! 


T HE growth of Mutual Insurance from small 

beginnings to its present vast proportions 
and tremendous influence has been steady and 
sure. It has been a sound growth . . . directly 
resulting from the sound principles which char- 
acterize Mutual Casualty Insurance. It has been 


a conservative, reasonable growth .. . basically 
unaffected by temporary abnormal conditions. 
To the buyer of insurance who looks for stability 

. and for substantial savings as well . . . this 
record of growth is significant. 





A TWENTY-ONE YEAR RECORD 

The Hardware Mutual Casualty $ 
Company has advanced every year 

since its organization in 1914. 

Study the record of its 21 years 

of steady growth: 


Premiums Assets Surplus 


18,932.72 $ 12,549.26 3 2,811.05 
134,373.08 129,440.83 8,771.94 
1,035,035.92 
3,252,139.68 
6,063,137.12 


948,179.41 186,405.71 
3,459,731.33 687,964.48 





6,312,755.20 1,005,980.86 
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Wise brokers choose 


ATLANTIC 


Small wonder that a rapidly increasing number of 
brokers who are practical are turning to the Atlantic 
for marine insurance. 


Atlantic is the largest mutual marine and transpor- 
tation insurance company in the world writing 
OCEAN, INLAND, YACHT and TRANSPORTATION 


insurance. It is 93 years old. 


Atlantic is strong financially. Its present surplus is 
more than $9,000,000. 


Atlantic writes a profit-sharing, but non-assessable 
policy at standard market rates. Present cash divi- 
dend is 15%. 
Atlantic’s reputation for prompt and equitable loss 
settlement is second to none. 
Atlantic pays commission to brokers on the same 
basis as other reliable companies. 

Consult our Brokerage Department 

for full information. 


Atlantic Mutual Insurance Co. 
175 W. Jackson Blvd., Chicago, Ill. 


Home Office: 49 Wall St. (Atlantic Bldg.) New York 
Baltimore - Boston - Cleveland . Philadelphia 
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MUTUAL FIRE 


PREVENTION 
BUREAU 
230 E. Ohio St. 
Chicago, Ill. 


A service organi- 


zation maintained 
by the Mill Mu- 
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Fire Insurance Carriers 


The millions of dollars saved by Mutual policy- 
holders last year were the result of: (1) care 
in selecting risks, (2) economies in operation, 


(3) fire prevention engineering. 


Millers Mutual Fire Insurance Company....... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co....... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association. ........ Alton, Illinois 
Grain Dealers National Mutual Fire Ins. Co... . . Indianapolis, Ind. 
Western Millers Mutual Fire Ins. Co............ Kansas City, Mo. 
National Retailers Mutual Insurance Company...... . Chicago, Il. 
Michigan Millers Mutual Fire Insurance Co...... . . Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co......... Des Moines, Iowa 


Millers Mutual Fire Insurance Company 


Terre Harrisburg, Pa. 
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THIS MONTH 


NE of the features of the annual 

meeting of the National Conven- 
tion of Insurance Commissioners, just 
concluded at Seattle, was the very fine 
speech on Automobile Financial Re- 
sponsibility Laws and kindred matters, 
delivered by R. Leighton Foster of 
Ontario. It starts on Page 13 and is 
worth twenty minutes of anybody's 
time. © Those who expected the Millen- 
ium sometime soon are basing their 
optimistic hopes on the proposed 
Social Insurance program. Professor 
Kulp starts a series of articles on the 
subject with this issue. Being a scien- 
tific and realistic individual, he threw 
away the rose-colored glasses before 
he started. If you want to know what's 
what, turn to page 9 and renew your 
subscription. ® No one is better qual- 
ified by experience to diagnose the ills 
of Workmen's Compensation than W. 
W. Greene. The fact that he ap- 
proaches it from the stock company 
angle and prescribes a modified mu- 
tualism as the remedy gives some zest 
to his article. @ There is little new in 
Bunk of the Month, but that is the fault 
of the specimen under examination, 
which was prepared by Herbert Cobb 
Stebbins of Denver and is getting wide 
circulation. It is a collection of most 
of the old ghost and goblin stories 
about mutuals, and we are getting a 
little weary of pointing out that the 
truth is not in them. Someday, when 
other tasks slacken, we shall prepare a 
guide for stock propagandists which by 
pointing out the errors in which they 
are likely to fall in advance will save 
us a lot of time. 


NEXT MONTH 


PROFESSOR Kulp really gets down 

to particulars with an article on 
Unemployment Insurance. If you have 
been wondering just what was going on, 
both in Congress and the State Legis- 
lature, here's a fine chance to find out. 
® Commissioner Boney of North Car- 
olina reviewed a large part of the in- 
surance field in his presidential address 
at Seattle. It will be complete and un- 
expurgated in next month's issue. 
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CONN W. MOOSE 


Director of Insurance and Securities 
State of Nebraska 


MONG the new insurance supervisory officials none has made a more favor- 

able impression in his first few months than Mr. Moose, who brought 
twenty-five years of experience in life insurance to the post of Director of 
Insurance in Nebraska. 
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HE three-cornered argument waged this year 

between the stock companies, their agents and the 

insurance buyers, has been watched with a great 
deal of interest. The companies’ case has been pre- 
sented by various of the company executives, speaking 
individually. The one exception was when the National 
Bureau of Casualty and Surety Underwriters on behalf 
of its members politely but firmly re- 
jected all of the demands made by a 
committee of the agents in connection 
with the writing of Workmen’s Com- 
pensation insurance. 

In their public utterances, ¢ritical as 
they may be, the executives always 
refer with unctuous respect to “the : 
Great American Agency System” and profess their un- 
dying loyalty to it and the principles (somewhat vague, 
it is true) which have come to be associated with it. 

Executive criticism when verbally expressed, almost 
always takes the form of fatherly advice—warning of 
the evils which threaten the future of the system and 
reciting the need ofeflexibility if present-day competi- 
tion is to be met. A few kind words are usually thrown 
in on the necessity of the agent justifying his commis- 
sion by the rendering of a real service to the policyhold- 
ers. Of course, action always speaks louder than words 
and the growing importance of company organizations 
which deal directly with the insured, such as the F. I. A., 
the S. I. A., the I. U. B. and others, turns agency ap- 
plause into panic. 

The branch office problem is no nearer solution than 
it was five years ago. The organization companies now 
try to sell the agents on the logic of the separation move- 
ment, since the attempt to put it across by edict of the 
major organizations failed so miserably. At the same 
time that the companies’ attempt to protect their own 
premium volume by boycotting agents who deal with 
others than the so-called board companies, they do not 
hesitate to lower the income of their own agents by 
appointing in the same territory representatives who 
lack insurance experience but who control large insur- 
able properties. eee 


HE insurance buyers, as represented by the Insur- 
ance Section of the American Management Asso- 
ciation, considered the present stock method of placing 


e THE AGENCY 
CONTROVERSY 


insurance in an analytical, impersonal way and made 
the following critical observations : 

1. The big buyers of insurance who have an ex- 
perienced specialist handling their business derive no 
corresponding benefit for the commissions which the 
agents receive on their insurance. 

2. Most agents are not sufficiently trained or exper- 
ienced to handle a large and complex insurance problem 
in a competent manner. 

3. The agents, through their associations, place every 
possible obstacle, legal or otherwise, in the way of the 
wholesale handling of insurance. 


HESE criticisms, together with the steps taken by 

the companies to reduce agents’ income, drew the 
expected fire from the leaders of the agency forces 
who rushed to the defense of the American Agency 
System and, with some heat, made the following 
rebuttal : 

1. The large number of incompetent agents in the 
field can be traced directly to the companies who make 
indiscriminate appointments. 

2. The present position of insurance is due in large 
measure to the Agency System and no change to another 
plan of production could possibly be made at this time. 

3. The large buyers of insurance are unfair and un- 
reasonable in seeking special consideration and in at- 
tempting to deal directly with the companies. 

4. The agent’s commission is now at the lowest 
possible level to maintain an American standard of 
living. Any attempt to 
cut it below present 
levels will be resisted 
to the last ditch, as 
will as any attempt to 
deal directly with the 
insured by the carriers. 

To the observer it 
would seem that blind devotion to the profit motive as 
the first fundamental principle of stock insurance 
naturally results in both companies and agents cutting 
each others’ throats to gain a few additional dollars. 
Agents who are chiefly interested in increasing their 
volume will gladly listen to the siren song of any new 
company which offers higher commissions or which will 
accept accommodation business. The companies, on 
the other hand, will do anything to increase volume 
irrespective of the legitimate interests of their agents. 
The agents will fight reduction of commissions even 
though they may be excessive. The companies will 
endeavor to make the agents bear the brunt of their 
failure to secure approval of what they believe to be 
proper rates. 

To attempt to ascertain definitely whether the Com- 
pany or the Agent is responsible for insurance buyer 
dissatisfaction or which was the first to overstep is, 
of course, impossible. It is the old “hen and egg” 
problem all over again. Each, in its relationship with 
the other, is held to be inherently selfish. 


HERE is no gainsaying, however, that whatever 

the cause and wherever lies the responsibility, the 
best interests of the public, if taken into consideration 
at all, comes last. The agent has developed a state 
of mind which cannot be reconciled with public interest. 
First he believes that when he sets himself up in agency 
business, regardless of previous experience, ability or 
knowledge, that he is entitled to a cut in the insurance 
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on the property in his locality irre- 
spective of all other interests or con- 
siderations. To him all competition 
is to be condemned merely because 1. 
takes away from his commissions. In- 
stead of attempting to earn a pre- 
eminent place through sheer ability, 
the agent expends his energies at- 
tempting to create the position for 
himself artificially, either through the 
imposition of legislative barriers to 
competing units or through the ap- 
plication of force. Resident agency 
laws, certain agency licensing and ap- 
prenticeship bills, legislation requir- 
ing policies to be countersigned by the 
agent in the county or state in which 
the property is located, legislation 
which compels the supervisory au- 
thorities to license as qualified only 
men compensated on a commission 
basis, misrepresentation and boycott, 
all fall into this category. 

Little wonder that insurance buy- 
ers feel as they do. Unsatisfactory 
experiences with agents, who have 
little else to recommend them other 
than that they were resident in the 
community, have been too numerous 
to mention. There are too many 
cases of inadequate or improperly 
written coverage, oftentimes in com- 
panies not entitled to confidence, 
which have caused untold loss to the 
public. It was but natural that large 
buyers turned to the employment of 
insurance experts whether or not a 
saving could actually be made in the 
cost of the insurance. 

Under the present situation the 
small buyer, particularly the one who 
is under the compulsion of placing 
his insurance where the mortgagee 
insists upon it being placed, is under 
the real disadvantage. He cannot be 
expected to have the technical knowl- 
edge necessary properly to protect 
his interests, and the type of legisla- 
tion which the agents are interested 
in promulgating is just as much to 
his disadvantage as it is to the large 
purchaser. The small buyer, how- 
ever, is the real “forgotten man” in 
insurance. He secures no rate con- 
cessions. He is compelled to take 
the form of policy handed to him. 
His rate level is pitched at a point 
which, as a rule, is high enough to 
offset the losses occasioned by rate 
concessions to others more favorably 
situated. 

There can be no objection to the 
agency method of production as such. 
Companies making use of the system 
should play the game on the level and, 
in return, they are entitled to the 
loyalty and sympathetic understand- 
ing of the agent. 

On the other hand, the agent must 


(Continued on Page 27) 
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e 


Running Comment on What Is In the Magazines 
and the Mail That Comes to the Desk of the Editor. 


Canadian Commissioners 
Meet in September 


THE EIGHTEENTH ANNUAL CONFER- 
ENCE OF THE ASSOCIATION OF SU- 
perintendents of Insurance of the 
Provinces of Canada will be held in 
Winnipeg, Manitoba September 3rd 
to 6th, according to an announcement 
just sent out by R. Leighton Foster, 
Superintendent of Insurance of On- 
tario and Secretary of the Associa- 
tion. Headquarters will be in the 
Fort Garry Hotel. 

The agenda for the conference 
arises out of the proceedings of the 
1934 meeting at St. John, New 
Brunswick and the legislation passed 
by the several provinces during the 
intervening year, The subject mat- 


ter of the several committee reports 
which the conference will consider 
include: legislation affecting life in- 
surance, particularly uniform amend- 
ments to the Uniform Life Insurance 
Act; fire insurance legislation re- 








specting proposed amendments to the 
Uniform Fire Insurance Act; a re- 
view of 1935 fegislation embodying 
uniform amendments to the Uniform 
Automobile Insurance Act; legisla- 
tion affecting the definition and in- 
terpretation of the underwriting 
powers of fire, marine and casualty 
underwriters and of the proposed 
agreement among underwriters sub- 
mitted to the 1934 Conference and 
credit and free insurance ills, par- 
ticularly quarterly returns of agents’ 
balances. 
e®ee 


Commissioner Riley Dead 


GEORGE D. RILEY, INSURANCE COM- 
MISSIONER OF MISSISSIPPI DIED ON 
June 18th after suffering a stroke of 
apoplexy. Funeral services were 
held June 19th in the First Baptist 
Church, 

Mr. Riley was formerly a local 
agent at New Albany, Mississippi 
and was ior one term auditor of the 








——_ 
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state. He was completing his first 
four year term as insurance commis- 
sioner and would have gone into the 
Democratic primaries in August with- 
out opposition for re-election. 

Soon after becoming insurance 
commissioner, Mr. Riley appointed 
competent assistants and began a 
drive on arson which had excellent 
results. He was very popular in the 
National Convention ot Insurance 
Commissioners where he served on a 
number of committees. He had a 
wide reputation as an excellent story- 
teller and frequently was called upon 
as an after-dinner speaker. 

Governor M. S. Connor has ap- 
pointed J. H. Johnson, local agent 
of Clarksdale to serve as Insurance 
Commissioner for the remainder of 
Mr, Riiey’s term. It is understood 
that Mr. Johnson will not run for the 
office in the coming primary. The 
candidate who has the inside track is 
thought to be Shelby Pickett, Hatties- 
burg local agent, a member of the In- 
surance Commission and a close 
friend of Governor Connor. 

eee 


Honor Dan Boney 
at Banquet 


A TESTIMONIAL DINNER TO DAN C. 
BONEY, INSURANCE COMMISSIONER OF 
North Carolina and President of the 
National Convention of Insurance 
Commissioners, was given at Raleigh, 
North Carolina on June 6th, Attend- 
ing the dinner were six of Commis- 
sioner Boney’s fellow Insurance Com- 
missioners trom the South and Mid- 
west, together with many prominent 
insurance executives and state offi- 
cials, 

The testimonial dinner was spon- 
sored by the North Carolina Associa- 
tion of Insurance Agents. McAlister 
Carson, President of the Association, 
presided at the banquet and Col. 
Walker Taylor, Honorary President, 
served as toastmaster. 


Weekly Underwriter Hits 
Anonymous Propaganda 


WE HAVE FOR SOME TIME EXPRESSED 
OUR ANGER AND DISGUST AT THE 
tactics of those who attempt to dis- 
credit mutual insurance through the 
use of false and malicious statements 
distributed without benefit of signa- 
ture. Apparently the practice brings 
forth the same reaction from those 
who view the insurance scene impar- 
tially, if we are to judge by the fol- 
lowing editorial from the Weekly Un- 
derwriter of May 18, 1935. 

“Anonymous communications, as 

a rule, are discredited in advance. 
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They make little progress in the 
way of convincing the recipients— 
chiefly because of the psychology 
involved in unauthorized and un- 
supported statements. For these 
reasons, if for no others, it has long 
been regarded as a waste of effort 
and a most unfortunate method of 
procedure. We are reminded of 
this traditional attitude toward 
anonymity by the propaganda which 
is being disseminated in Pennsyl- 
vania on a wholesale scale in an ef- 
fort by over-enthusiastic friends of 
stock insurance to discredit mutual 
insurance, and to shake the confi- 
dence of mutual agents in the kind 
of protection they are selling. That 
state is being flooded with unsigned 
letters mailed at Harrisburg in plain 
envelopes. They are long com- 
munications, addressed to agents of 
mutual companies, and are guilt- 
less of signature or of any other 
kind of identification. Some of 
these letters have reached agencies 
where both stock and mutual insur- 
ance are sold, and the reaction has 
been decidedly unfavorable to the 
propagandists. We have seen a 
number of these letters and have 
been unable to find anything in 
them that a champion of stock in- 
surance could not have frankly 
fathered. Certainly there is noth- 
ing new in the arguments ad- 
vanced. It is questionable courage 
to strike in the dark.” 





Farmers’ Mutuals Big Factor 
in Fire Insurance 


Of all farm property in the 
United States covered by fire in- 
surance, about 55 per cent is pro- 
tected by mutual fire insurance asso- 
ciations owned and controlled by 
farmers, according to Victor N. Val- 
gren, in charge of insurance investi- 
gations of the Cooperative Division, 
Farm Credit Administration, in dis- 
cussing this form of cooperative ac- 
tivity at a recent meeting of represen- 
tatives of the Banks for Cooperatives. 
During the past 20 years the business 
of these companies has more than 
doubled—from five and a quarter bil- 
lion dollars in 1915 to over eleven 
billion dollars in 1935. 

Dr. Valgren said that there are at 
present about 1,900 farmer-owned 
mutual fire insurance companies in 
the United States. Fully half of them 
have been in continuous operation for 
over 50 years. Some of them date 


back much further, the first coopera- 
tive effort of this kind among farm- 
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ers in this country dating back more 
than 100 years. 

“Considered as a group, these 
farmers’ mutual fire insurance com- 
panies hold an increasingly important 
place in the field of agricultural in- 
surance in this country,” declared Dr. 
Valgren. “They are most strongly 
developed in the Middle Atlantic and 
North Central States. A very large 
percentage of the farmers in all the 
Northern States now have access to a 
farmers’ mutual for insuring their 
property, and a considerable number 
are in a position to choose between 
two or more of these organizations. 

In the Southern States the develop- 
ment of this insurance movement is 
far less marked and in a few of these 
states no companies of this kind are 
found. To some extent, at least, this 
lack of development of rural fire in- 
surance facilities may be attributed to 
lack of suitable laws under which 
farmers’ mutuals may be organized. 

“The cost of this type of insurance 
varies widely. The companies in the 
North Central States operate at the 
lowest cost for any section of the 
country. Here the average cost is 
about 23 cents for each $100 of in- 
surance. In New England and the 
South the cost of operation is sub- 
stantially higher with costs ranging as 
high as 60 or 70 cents a hundred. The 
South has very few of these com- 
panies. In fact many farmers in this 
section of the country are not insured 
at all. In some areas only about 40 
per cent of the white farmers carry 
insurance on their property. 

“In Illinois a relatively large farm 
mutual which now has over $30,000,- 
OOO of insurance in force has op- 
erated at the low cost of about 12 
cents a hundred for some 60 years. 
Many others among these mutuals 
have essentially similar records. A 
large number of these companies have 
maintained an average cost of less 
than 20 cents a hundred for many 
years.” : 

eee 
Fred Wessels, Jr. 


New Treasurer of 


Atlantic Mutual 


FRED WESSELS, JR. OF SAVANNAH, 
ILAS BEEN ELECTED TREASURER OF THE 
Atlantic Mutual Fire Insurance Com- 
pany to succeed the late John F. 
LLubs, who had served in that capac- 
ity for thirty years. 

Mr. Wessels has been connected 
with the company for his entire busi- 
ness career, He studied at the Uni- 
versity of Georgia and New York 
University, where he specialized in 
insurance and finance. He will be 
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well remembered by all of those who 
attended the meeting of the National 
Association of Mutual Insurance 
Companies and the Federation of 
Mutual Fire Insurance Companies, 
held at Savannah last fall. 


Fire Losses Decrease in May 

FIRE LOSSES IN MAY WERE $21,238,- 
205 IN THE UNITED STATES, ACCORD- 
ing to the estimate made by the Na- 
tional Board of Fire Underwriters. 
This compares with $23,267,929 in 
the previous month, a decrease of $1,- 
829,724 and with $25,271,450 in May 
1934, or a decrease of $3,933,254. 
The much higher figure for May 1934 
was due to the inclusion of the Chi- 
cago conflagration figures during that 
month last year. 

lor the first five months of the 
year losses totaled $117,960,966 as 
compared with $138,058,828 for the 
same period of 1934, a reduction of 
$21,097 862 or 15.3%. 


CASUALTY 
NEWS «ee 


Florida Compensation Rating 
Office Established 


THE FLORIDA COMPENSATION RAT- 
ING BUREAU HAS NOW BEEN ESTAB- 
lished in the Lynch Building at Jack- 
sonville, Florida, as provided for in 
the recent Compensation Act. [d- 
ward S. Vincent, who was formerly 
connected with the Missouri Compen- 
sation Rating Bureau, has been ap- 
The office will be 
a local administrative bureau of the 
National Council on Compensation 
insurance, 


pointed Manager. 


The Florida rates will be applied in 
accordance with the classification and 
manual rules contained in the basic 


manual for compensation and em- 
ployers liability for use in other 
states. The Florida Bureau will op- 


erate under the same administrative 
rules and procedure effective for 
other local administrative bureaus. 
experience rating is not applicable 
for the time being and all risks must 
be written at manual rates. Expe- 
rience modifications developed 
employers liability policies are not 
applicable to compensation. 


for 
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Revise Occupational Rates 


in New York 


LEON SS. SENIOR, MANAGER OF THE 
COMPENSATION INSURANCE RATING 
board of New York, has announced 
that revised occupational disease com- 
mon law rates have been filed with 
the New York State Insurance De- 
partment. Mr. Senior’s statement to 
the member companies follows: 

“This is to mform you that by 
direction of the Governing Commit- 
tee we have filed with the Superin- 
tendent of Insurance a_ revised 
schedule of specific rates for occu- 
pational disease coverage under par- 
agraph one (b) of the Standard 
Workmen's Compensation Policy. The 
revised schedule of rates shall apply 
with respect to all risks on which oc- 
cupational disease coverage under 
Paragraph 1(b) is newly provided or 
renewed on and after July 1, 1935, 
regardless of the normal anniversary 
date of the risk, subject to the under- 
standing that such rates are now be- 
fore the Department for review.” 

ee @ ®@ 


Accidents More Numerous 


in 1934 


FROM FINAL FIGURES ON THE 
DEATH RATE DUE TO ACCIDENTS DUR- 
ing 1934 compiled by the National 
Safety Council we learn that acci- 
dents caused 101,000 deaths and more 
than 9,800,000 non-fatal injuries in 
1934. The cost to the nation, in wage 
loss and medical expense, was ap- 
proximately $2,400,000,000. This is 
increased to $3,500,000,000 if the 
property damage from fires and from 
motor vehicle accidents is included. 
This is the highest accident toll ever 
recorded, the previous high having 
been reached in 1930 when there were 
99,300 fatal accidents. The 1934 rec- 
ord represents an increase of 11% 
from 1933. Motor vehicles were the 
largest single cause of death, with a 
record-breaking toll of 36,000 fatal- 
ities. ee @ 


Oklahoma Court Upholds 


Rate Increase 

THE OKLAHOMA SUPREME COURT 
HAS DENIED THE PETITION TO VACATE 
the order of the Oklahoma Insurance 
Board which increased workmen's 
compensation rates 47.5% effective 
October Ist, 1931. The Court held 
that the Board had acted in accord- 
ance with the law and the evidence in 
allowing the rate increase. In its 
opinion the Court held that regarding 
workmen’s compensation insurance 
the law does not require the Insur- 
ance Board to limit consideration to 
the experience for any specified time 
or period of years, but only for a 
period sufficient as a guide to the ap- 
proval of rates which will be reason- 
ably adequate but not excessive. The 
Board must consider further proper 





percentage of premium in the ex- 
pense loading. In arriving at that 
calculation there is no requirement ot 
law that it shall be limited to losses 
paid in the period considered to the 
exclusion of losses incurred in that 
period. 

The suit originated with a filing to 
revise compensation rates amounting 
to 57.9% on May 19, 1931. After an 
investigation the Board did not ap- 
prove the highest rate but did ap- 
prove a 47.5% increase, which it 
considered reasonable and adequate. 

eee 


Brokers Protest New York 


Compensation Commission 

THREE OF THE NEW YORK BROKERS 
ASSOCIATIONS HAVE PROTESTED TO 
James A. Beha, General Manager and 
Counsel of the National Bureau of 
Casualty and Surety Underwriters, 
against the reduction of brokerage 
and workmen’s compensation insur- 
ance in New York State trom ten to 
eight per cent. The letters sent to 
Mr. Beha by the various Associa- 
tions all contain the statement that 
announcement of the new commission 
scale was made while the brokers 
were under the impression that nego- 
tiations were still in process. Spokes- 
men for the brokers claim that at a 
conference between them and Mr. 
Beha on Tuesday June 18th, it was 
suggested by Mr. Beha that they re- 
port to him by Friday June 21st the 
results of further consideration in the 
matter. The brokers, they say, told 
Mr. Beha they probably would report 
to him by Friday June 21st, but cer- 
tainly not later than Monday June 
24th. 

In reply Mr. Beha vehemently 
denied that he agreed to withhold ac- 
tion until the brokers had an oppor- 
tunity to again confer. 

ee @ 


Illinois Courts Bar Common 


Law Suits for Silicosis 

THE ILLINOIS CIRCUIT COURT OF 
\PPEALS HAS HELD THAT THERE IS 
no common law right to sue for dam- 
ages due to occupational disease in 
deciding the cases of Joe Sylvester 
vs. Buda Company and Howard Mc- 
Creery vs. Libby-Owens Ford Glass 
Company. These rulings are es- 
pecially important since they follow 
the recent decision of the Illinois 
Supreme Court that Section 1 of the 
occupational disease statute is uncon- 
stitutional. At the present time an 


employe who claims that he has been 
disabled by silicosis, or any other oc- 
cupational disease not included under 
Section 2 of the Occupational Disease 
Act, has no right of recovery. 
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Strong support from powerful Labor groups is partly responsible for the extensive English soctal insurance program 


SOCIAL INSURANCE 
What Is It And Do We Need It? 


FTER several years of widest 
A discussion of social security and 
social insurance definition of terms 
would seem superfluous. But it is 
precisely because of this discussion: 
of the propagandizing on either side 
and of the way issues are settled in 
our political system that reasonable 
men need to stop and define and win- 
now the bunk. It is an ironic fact 
that in the American political system 
issues are settled for the voter largely 
by slogans. This measure is bad be- 
cause it is un-American, it is good 
because it will bring social security. 
Or it is bad because George Wash- 
ington or Abraham Lincoln, speak- 
ing in term of their day and of their 
problems, decided—as interpreted by 
pious exegetes—for all time against 
all government interference with the 
individual. Or it is good because our 
present is bad and any kind of 
change will be a change for the bet- 
ter. And so the battle of catchwords 
rages on, and it is small wonder that 
good laws are passed for the wrong 
reasons and bad laws with the best 


of intentions. 
What is Social Security? 
First, what is this social security ? 
Quite evidently no matter what you 
put in its title no bill can guarantee 
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security. May I suggest why not? 
Social security means security for all 
of us: protection from every vicissi- 
tude that causes any of us loss. Leav- 
ing out every cause of loss other than 
economic, the promise of security is 
still, as far as human knowledge and 
experience go, an impossible one. In- 
security at bottom is uncertainty, se- 
curity is the elimination of uncer- 
tainty. Even if we assume that one 
man or one group is wise enough 
to replan this sorry scheme entire and 
then stay on the job everlastingly to 
run it, we could still have no guaran- 
tee of economic security. Even in an 
absolute monarchy things do not stay 
put. And even if we could freeze the 
socio-economic system at some 
agreed-on level it would be highly 
undesirable to do it. The key to the 





This is the first of a series of 
articles on this subject by Pro- 
fessor Kulp. The others will 
appear in succeeding issues. 











economic system, the system which 
produces and distributes wealth, is 
growth and change. Perhaps, as one 
of my colleagues puts it, there isn’t 
as much security in the world as we'd 
like and as some enthusiasts would 
have us expect. I strongly suspect 
there is not. 

What is Social Insurance? Is it 

. Insurance ? 

Social security in fact means much 
less than it implies. The President’s 
social security bill is principally, 
though not exclusively, a bill setting 
up a series of social insurances. So- 
cial insurance itself is another ques- 
tion-begging term, but it is one with 
an accredited history, a fairly definite 
meaning and it refers to an institu- 
tion that—no matter what your opin- 
ion of it—has a definite and definitely 
realizable objective. Yet a great deal 
of the todo about social insurance 
boils about the definition of the ex- 
pression. Why? 

Let us agree to begin with that the 
“insurance” in the expression is at 
once something much broader and 
something much narrower than the 
meaning given it by the actuaries. It 
is sometimes narrower because for 
some social insurances, unemploy- 


ment for example, there can be, it is 
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agreed, no calculation of rates and 
reserves on a strictly mathematical 
basis, guaranteed adequate for every 
contingency. A great many people 
regret the application of the term, 
insurance, to a system of unemploy- 
ment compensation and for reasons 
presently to be discussed I agree with 
them. | myself prefer “unemploy- 
ment compensation.” What is unfair 
is to argue that since we cannot have 
unemployment compensation in the 
mathematical sense we must therefore 
have no system of unemployment 
compensation at all. It is so argued. 
Other social insurances, as old age 
pensions and health insurance, can 
be made sound enough mathematical- 
ly. A contrariwise as Rubinow, the 
actuary, aptly remayks, the life tables, 
epitome of actuarial rate-making, are 
redundant rather than accurate. And 
everybody knows that the accuracy of 
fire and casualty property rates as be- 
tween policyholders leaves still very, 
very much to be desired. 

In another and very basic sense of 
the term: as a pool for meeting risk 
on a contractual, formal, non-charit- 
able basis, unemployment compensa- 
tion qualifies as insurance. Indeed as 
every actuary agrees, all other things 
equal, the broader the experience base 
the sounder the pool; and if in mak- 
ing rates only actuaries were con- 
sulted every insured would pay a 
straight per capita premium. More- 
over since social insurance is in fact 
frequently compulsory insurance by 
government and since the insured 
persons make up the great majority 
of the adult population there is no 
insurance reason why the insurance 
scheme should ever fail. We _ post- 
pone for later discussion all the other 
pros and cons of government insur- 
ance. There are a great many. It re- 
mains a fact that no private carrier 
can match the solidity and permanence 
of a compulsory nationwide insurance 


pool. 


What Makes Insurance Social? 
The Risk? 

After 6 years of depression the 
“social” part of the expression, social 
insurance, causes less difficulty than 
it used to. There is irony in this too 
because the depression has called at- 
tention to the major causes of econom- 
ic insecurity rather than caused them. 
For example, the key-fact of old age 
dependency is not social or economic, 
but purely physical. It is the rapid 
increase in the number and proportion 
of old people, running from 3 per 
hundred in 1870 to over 5 per hun- 
dred in 1930 and to an estimated 12 
per hundred by 1980. Leaving out 
for the moment the chances per 
old person of a dependent old age 
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the startling and stubborn and im- 
portant fact is a sharply multiplying 
old age group. This increase has 
been going on a long time, and nobody 
worried about it. Now .. . em- 
phasized and dramatized by depres- 
sion, old age has made the headlines 
and there is nearly universal agree- 
ment that old age security is to be 
one of our first objectives, 
Unemployment is not a new prob- 
lem either. It has taken a cataclysm 
to publicize it. Our interest in unem- 
ployment insurance in the nineteen- 
twenties was kept alive only by small 
special groups and died out quickly 
and ingloriously in the New Era. 
But the awful drop of The Depres- 
sion has again had educational value. 
It has made people conscious of un- 





employment and of unemployment 
insurance, although as a cause of un- 
employment, the cycle is on the av- 
erage statistically less important than 
the seasons. Indeed, because of the 
cycle’s catastrophic impact at par- 
ticular times no unemployment com- 
pensation system pretends to be able 
to meet it. It is amazing and a bit 
sobering to think of the numbers of 
people—all with votes—who have un- 
employment insurance as completely 
backward as you can get it. They 
expect the President’s signature to 
an unemployment compensation bill 
today, certain documents to be signed 
tomorrow and by the third day at 
the latest, checks in the mails equal 
to not less than 90 per cent of 1929 
wages, to be paid indefinitely. 





The increasing percentage of dependent old people to total population is a grave 
social problem 








a 














So, whatever the reason there is 
general agreement now among lay- 
men that unemployment and old age 
are social risks: risks based on causes 
so impersonal, so fundamental or so 
obscure that their consequences are 
visited on individuals almost entirely 
apart from their capacity, training, 
moral character and other personal 
qualities and on individuals moreover 
who by and large cannot meet them 
unassisted. Practically the need of 
public support for the victims is the 
more important half of this double 
criterion; if every man could take 
care of it himself, the cause of his 
loss would be, except for himself, en- 
tirely an academic question. There is 
no agreement in this country on how 
to treat these risks, but there is wide 
agreement on their nature and their 
results, There is less agreement when 
one considers possible additions to the 
list. Health for instance. The av- 
erage person continues to think of 
sickness as entirely a personal matter. 
Aside from epidemic, he notices only 
that mysteriously things happen to his 
innards and just as mysteriously 
some doctor helps him or doesn’t help 
him. As far as he can tell, the depres- 
sion has made no difference in his or 
his neighbor’s health. The relation 
of income and housing and nutrition 
to health are beyond his knowledge. 
On the other hand he and his doctor 
and the community have grown com- 
pletely accustomed to treating a large 
part of this risk as charity. An in- 
teresting anomoly: to have doctors 
oppose a formal non-charitable plan 
for meeting illness costs and to fight 
to retain a system they themselves 
criticise as one of poor relief. The 
President’s social security bill has no 
section on health insurance but that 
is not because the health risk has 
failed to qualify as social. Nearly 
every country in the world has a 
health insurance system. There is 
difference of opinion on how well 
these systems work, but nobody any- 
where questions the social nature of 
the risk of poor health. Every pub- 
lic hospital and sanitorium, every 
bureau of health is a testimonial that 
we believe that where no one per- 
son is responsible all of us are and 
must be. 

There is, of course, no inference 
here that because a risk is social it 
is automatically eligible for insurance 
treatment or if eligible, that we must 
subscribe to a social insurance scheme 
to meet it. The President’s bill for 
example makes appropriations for 
public health but there is no provision 
for public health insurance. But, if a 
health insurance scheme were started 
it is clear that, without reference 
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either to auspices or machinery, the 
scheme would be one essentially of 
social insurance. The President's 
program also includes provision for 
child and maternal welfare and (Sen- 
ate bill only) for pensions for the 
blind. Both in risk-cause and risk- 
result these qualify for social treat- 
ment ; in this instance we have chosen 
federal subsidy of state relief and not 
social insurance. 
Who Pays? Is It Charity? 

With these broad considerations es- 
tablished there will be less confusion 
about the meaning of the entire ex- 
pression: “social insurance.” Social 
insurance is a formal, contractual, 
non-charitable pooling of risks almost 
exclusively impersonal in their origin 
and bringing losses to members of 
great groups unable to bear them 
without public assistance. So con- 
sidered many of the details, enor- 
mously important details but still de- 
tails, of social insurance institutions 
drop back into perspective. We have 
not said a word about who supports 
the scheme financially, who operates 
the scheme or whether the scheme is 
compulsory. Many many tons of ink 
have been spilled on who should sup- 
port, for example, the unemploy- 
ment compensation scheme. But in- 
surance is social or not, entirely in- 
dependent of its financial basis. Wis- 
consin, following workmen’s com- 
pensation (industrial accident) phil- 
osophy, has a system to which only 
employers contribute. New York has 
recently passed a law requiring em- 
ployers and workers to contribute re- 
spectively in two-third one-third 
shares. The British have had a three- 
party financial basis for 25 years. By 
our standard they are all unemploy- 
ment compensation schemes although 
not of equally good title because they 
are not equally broad. The Wiscon- 
sin scheme is one of individual em- 
ployer reserves, the other 2 are re- 
spectively state- and nationwide. 

No one except an extremist ac- 
cuses workers of taking charity be- 
cause (on paper) in most states they 
contribute nothing to workmen’s 
compensation for industrial accidents 
or of being half-beggars because they 
contribute only part of the cost of 
private group insurance. Legally and 
realistically the right to compensation 
is a part of the wage contract, de- 
pending on your opinion added to or 
deducted from money wages but un- 
der neither interpretation a form of 
alms. Contrariwise any method of 


paying “pensions” to the aged on con- 
dition of proved dependency is char- 
ity however you dress it up. The es- 
sence of charity is that the beneficiary 
has to prove need. No system of un- 
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employment reserves or insurance, no 
system of true old age pensions im- 
poses a means or dependency test. If 
it does, whatever it calls itself, it is 
not insurance but charity. The mo- 
ment the beneficiary must submit 
himself to the inescapable—and in 
some cases perhaps desirable—hu- 
miliations of proving need the sys- 
tem loses insurance status. The means 
test is essential to dispensing alms, 
but the essence of social insurance is 
not individual status but individual 
contract. A man can stand up for 
that. We reserve for later discussion 
the managerial, the financial and the 
political arguments for and against 
beneficiary-contribution to social in- 
surance. Here we are getting at the 
meaning of our terms. Social insur- 
ance is not charity. 


Must We Join? 


While by our standard voluntary or 
semi-compulsory schemes are social 
insurance it is the nearly universal 
experience that social insurance is not 
effective unless it is compulsory. 
Otherwise, in Mr. Dooley’s phrase, 
the very ones that need it most have 
the least of it. It would be a grand 
evidence of foresight and cooperative 
statesmanship if all business men 
could and would voluntarily provide 
unemployment and old age benefits. 
The simple fact is that business men 
do not act as cooperatively as this and 
if they did we would probably prose- 
cute them under the anti-trust laws. 
The poor, the inefficient, the marginal 
and the greedy firm hangs back, and 
no less so in a country head still 
bloody and unbowed after 6 years of 
near-disaster. The government by 
subsidy may coax, it may threaten, it 
may compel or it may merely offer 
facilities. At the very least the gov- 
ernment has to be the sponsor of the 
social insurance scheme. Usually it 
compels selected groups, those most 
exposed to the risk and least able 
alone to bear it. 


Who Operates It? 


A very important matter: is it state 
insurance? It may be, it very natur- 
ally is, it usually is but it does not 
have to be. At once we think of the 
only social insurance with which we 
have extensive experience in this 
country: workmen’s compensation. 
Oddly enough here we have followed 
neither the German (the oldest) nor 
the English (the paternal) pattern. 
The Germans require (for accidents ) 
that the risk be written in compulsory 
employers’ mutuals, but the govern- 
ment as such does not assume the risk 
although it guarantees the obligations 
of the fund. (There is also a com- 
pulsory sickness fund to which both 











12 


“~ 


workers and employers must belong. ) 
The English go to the other extreme 
and (except for a recent and minor 
modification) permit the employer the 
option of insuring with a private car- 
rier or not insuring at all, and provide 
no government fund of any kind. Our 
practice differs between the states: 
we have state funds that sell work- 
men’s compensation exclusively, state 
funds that compete with private car- 
riers and states (the majority) with 
no state fund at all. Yet the protec- 
tion offered in all these states is social 
insurance, Certainly the quality of 
the insurance differs between these 
states, but this difference depends on 
a score of factors only one of which 
is the insurance plan. 


There are other instances of social 
insurance that are not government in- 
surance: for example the Ghent plan 
of state subsidy for trade union or 
other private unemployment compen- 
sation funds. A careful scrutiny of 
our definition shows that even our 
group life and accident and perhaps 
even our industrial insurance falls 
within its scope. It is remarkable 
(aside from minor recommendations 
for mothers assistance and survivors 
annuities) that hardly a word has 
been raised as yet in this country on 
the eligibility of these insurances for 
social membership. One can _ spin 
distinctions indefinitely between the 
unemployment risk and the risk of 
premature death, between industrial 
accident as a cause of incapacity and 
non-industrial. But these distinctions, 
particularly the second, are fine, much 
too fine for the broad postulates of 
social insurance. In fact our enor- 
mous private life and accident com- 
panies are in the business of provid- 
ing social insurance. 

This is a wide definition of social 
insurance surely but that is no objec- 
tion if it fits the facts. It seems to. 
The facts are not easy to catch into 
a neat definition. There is no infer- 
ence that social insurance must be 
government insurance or even com- 
pulsory insurance. There is no reason 
why if they continue to doa good job 
private carriers should not continue 
to offer insurance of certain social 
risks. Our public regulation of group 
and industrial insurance rests square- 
ly on its social nature. There are 
weighty reasons for and against gov- 
ernment operation of an insurance 
business, but every one of them is 
political, human and managerial and 
not actuarial. 


Do We Need Compulsory Govern- 
ment Social Insurance? 


This is what social insurance is, but 
do Americans need it? Do we want 
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it? First do we want it? Tradition- 
ally and emotionally, no. A shiver 
passes through an American when he 
thinks of the implications and the 
complications of government insur- 
ance by compulsion. He has im- 
bibed suspicion of government with 
his mother’s milk. Of the ablest men 
he knows not one is in politics. Pol- 
itician is the name of derision and 
contempt. Government to him is not 
a name for society organized to help 
people help themselves but an omni- 
presence brooding in the sky. Some- 
thing that tells him what he may not 
do and which he loves to avoid and 
hoodwink. As late in the depression 
as June 1935 the graduates of our 
universities almost without exception 
prefer private to public employment. 


All of this has a cause or at least 
had one. The question is squarely 
this: are we to assume from now on 
continuance of the pioneer conditions 
that made natural and right a pioneer 
attitude toward government? This is 
not a superfluous aside. On _ the 
answer will depend our attitude not 
only to social insurance but to hun- 
dreds of other questions. On this an- 
swer no one dare be dogmatic. If a 
man looking back over only the last 
25 years can say that he sees no 
evidence that the older conditions 
are passing, if he considers that the 
impersonal factors in business and 
life have not greatly increased their 
force, that Americans are the great 
exception to all the rules, that Amer- 
ica alone of the nations will never 
mature, grow more crowded and 
present less opportunity—if he sees 
all this, he will reject social insur- 
ance. 


There are arguments against com- 
pulsory social insurance but it is 
fatuous to argue that social insurance 
is bad because we have never had it 
and because at one time we didn’t 
need it. Do we have a problem? 
Perhaps there is none. If we decide 
we have a problem there may still be 
alternatives to social insurance as a 
solution. As it stands a great deal 
of social insurance discussion consists 
purely of emotion, a nostalgia for the 
America of yesterday which for great 
numbers of us never was as happy as 
some of us now remember it. 


ie there a problem? The basic 
facts of unemployment and old 
age insecurity are now an oft-told 
tale. It is a curious fact that both 
insecurities go back far beyond de- 
pression. Our unemployment data 
are frank guesses, guesses by experts 
but guesses nevertheless. They are at 
once highly defective and huge un- 





derstatements of the risk they seek 
to portray. The average full-time 
rate of unemployment up to 1926 in- 
clusive ran at 8 per cent; i.e., @t any 
given time 8 men able and willing to 
work were unable to find it. Leaving 
out entirely part-time unemployment 
(which averages at least an addition- 
al 4 per cent, making a total of 12) 
this average is defective in at least 3 
ways. It shows a cross-section for a 
whole year, although as a matter of 
fact not the same 8 are out of work 
all year, and the greater the turnover 
among those out of work the less use- 
ful this average and the more it un- 
derstates the situation. We may 
agree with the long-term view that 
machines make as many new jobs as 
they cut out, but we know that by and 
large the new jobs are not open to 
the same workers, ironically enough a 
process exaggerated by the stress of 
depression. It is an average also 
over 30 years, ranging from a low of 
5.5 to a high of 23.1. Finally it is 
an average of all industries, banking 
and stevedoring, retailing with con- 
struction, motors and Pennsylvania 
hard coal mining scuttled permanent- 
ly by oil, electricity and gas. Notice 
that even in the “normal” year 1926 
we had over 7 men out of work out 
of every hundred and that in the best 
year we had over 5. These facts 
have 2 important implications. One, 
the unemployment problem is by no 
means exclusively or even principally 
a depression problem. Two, even in 
heyday we have never had less than 
a million and a half out of work who, 
unattracted even by wartime wages, 
may conservatively be assumed to be 
incapable of work or actively avoid- 
ing it. While neither of these classes 
is eligible for unemployment compen- 
sation the former would be eligible 
for old age pensions, health insur- 
ance or some form of poor relief. 


LL parties agree on the social 

and personal wastes of this 
great drain of joblessness: in initia- 
tive, in purchasing power, in the drag 
on personal and social resources. 
There are a number of ways one may 
attempt to express these wastes in 
statistics. Rubinow estimates that if 
the proposed Ohio 3-per cent-of-pay- 
roll-fund had been set up in 1923 it 
would have paid a fairly liberal 
schedule of unemployment benefits 
throughout the good times up to No- 
vember 1929 and would have lasted 
well over 2 years into the depression. 
The actuaries of the President’s Com- 
mittee on Economic Security calcu- 
late that a nationwide fund would 


(Continued on Page 26) 
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We face a serious problem as automobile traffic continues to increase 


AUTOMOBILE LIABILITY SECURITY LAWS OF THE 
UNITED STATES AND CANADA 


IVE years ago I was privileged 
Fk to address this Convention on 
the occasion of its Sixty-first 
Annual Meeting at Hartford, Con- 
necticut, on the subject “Some Prob- 
lems Arising Out of Automobile 
Safety Responsibility Laws.” Dur- 
ing the intervening years a majority 
of the states, and all the Canadian 
provinces except one, have amended 
their existing laws or adopted auto- 
mobile liability security laws of one 
kind or another. Some of the prob- 
lems I outlined five years ago have 
been solved; others have not; still 
other problems have arisen which 
were not then foreseen. It is my 
purpose in this address to describe 
some of the things that have happened 
during the past five years in the 
United States and Canada in the field 
of automobile liability security laws. 
In 1930 fourteen states of the 
United States and three provinces of 
Canada had enacted, within the pre- 
ceding five years, so-called financial 
or safety-responsibility laws. Mass- 
achusetts had, in 1925, enacted its 
general compulsory automobile | li- 
ability insurance law, which became 
effective on January Ist, 1927. The 
same year (1925) Connecticut 
adopted a law which was the fore- 


By R. LEIGHTON FOSTER, K.C. 


SUPERINTENDENT OF INSURANCE 
FOR THE PROVINCE OF ONTARIO, CANADA 
ADDRESS DELIVERED BEFORE THE 
National Convention of Insurance Commissioners 
at Seattle, Wash., July 10th, 1935 


runner of the so-called “A.A.A. Safe- 
ty-Responsibility Bill” promulgated 
and recommended by the American 
Automobile Association for general 
enactment in 1928. Ina sentence, the 
provisions of the A.A.A. Bill were 
designed: to supplement the state 
motor vehicle statutes by providing 
for the mandatory suspension of the 
operator’s license and motor vehicle 
permit(s) of any motorist convicted 
of a major offence against highway 
safety or failing to pay a judgment 
arising out of a motor vehicle acci- 
dent, such suspension to be lifted only 
when such motorist established his 
financial responsibility, to the extent 
and in the manner required by the 
3ill, and satisfied any such outstand- 
ing judgment. New York, New 
Jersey, Maine, Vermont and Cal- 
ifornia, along with the provinces of 
Ontario, Manitoba and Prince Ed- 
ward Island had by 1930 enacted, or 
amended their existing laws to em- 
body the cardinal principles of, the 
A.A.A. Bill. Seven other states— 


Rhode Island, North Dakota, Min- 
nesota, Wisconsin, Iowa, Virginia 
and New Hampshire had laws em- 
bodying some of the features of the 
A.A.A. Bill. Today eight Canadian 
provinces, representing more than 
eighty-five per cent of all Canadian 
motor vehicle registrations, and 
twenty-six states, the District of 
Columbia and the territory of Hawaii, 
in the United States, representing 
more than sixty-five per cent of all 
American motor vehicle registrations. 
have in force legislation embodying 
all or some of the principles of 
safety-responsibility legislation. 


The A.A.A. Safety-Respon- 
sibility Bill 

There have been three revisions of 
the A.A.A. Safety-Responsibility 
Bill which was taken as a model for 
the automobile safety-responsibility 
laws of so many of the states and 
provinces—one in [930, a second in 
1932 and the third in 1935. These 
revisions have not changed the car- 
dinal principles of the original Bill 
greatly, although the importance of 
the omission from the 1935 revision 
of the supplementary recommenda- 
tion which appeared in the 1930 and 
1932 editions of the Bill respecting 
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proposed amendments to the insur- 
ance laws of each state will be com- 
mented upon later in my address. 
Last year, however, a_ second 
“Model Bill” in the form of “Act 
IV” of the “Uniform Vehicle Code” 
was adopted by the National Confer- 
ence on Street and Highway Safety. 
This “Act IV,” otherwise known as 
the “Uniform Motor Vehicle Safety- 
Responsibility Act,” is based upon 
and includes the substance of nearly 
all the provisions of the A.A.A. 
Safety-Responsibility Bill, but with 
many changes in form and arrange- 
ment for the purpose of adapting it 
for insertion as a part of the 
“Uniform Vehicle Code.” While 
sponsors of the original A.A.A. Bill 
should possibly congratulate them- 
selves upon its adoption by such an 
important body as the National Con- 
ference on Street and Highway 
Safety, and while such adoption may 
assist the enactment of safety re- 
sponsibility legislation in many states. 
it seems unfortunate that there should 
be two Model Bills extant simultane- 
ously and that it should be necessary 
to report, for example, that of the 
five states and the District of Colum- 
bia which enacted safety-resnonsibil- 
ity legislation this year (1935) three 
of the new acts resemble the A.A.A. 
Bill and three the so-called Uniform 
Safety-Responsibility Act. 


The Massachusetts Law 


In 1930, five years after the enact- 
ment of the Massachusetts law, T re- 
ported “Massachusetts remains the 
only state or province to have en- 
acted a general compulsory automo- 
bile liability security law.” Todav, 
another five years later, IT make the 
same report. It is said that “actions 
speak louder than words.” Five vears 
ago it required many words for me 
to describe what T conceived to be the 
fundamental weaknesses in the 
Massachusetts law and the report of 
the late Hon. Mr. Justice Hodgins. 
Royal Commissioner in Ontario. 
made in that year after a long and 
thorough investigation which vigor- 
ously condemned general compulsory 
automobile liability insurance of the 
character in force in the Common- 
wealth of Massachusetts. Today, ab- 
sence of action on the part of all 
other jurisdictions on this continent 
in the way of following Massachu- 
setts, and the action of a majority of 
such jurisdictions in adopting legis- 
lation of a fundamentally different 
character, i.e., safety-responsibility 
legislation, make further words un- 
necessary. 


And yet, within the past thirty 
days, words have been uttered by the 
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Governor of the Commonwealth of 
Massachusetts in a Special Massage 
to the Legislature of that state of 
such importance as to deserve your 
attention. The message read in part: 


“On May 20th there was submitted to 
the Commissioner of Insurance the re- 
sults of the losses due to the present com- 
pulsory liability insurance law for the 
year 1934. These figures show an increase 
in losses incurred of from $16.815,967 in 
1933, to $19,718,000 in 1934, an increase 
in loss ratio from 63.7% to 71.5% or an 
increase of 7.8%. 

“This alarming increase must be re- 
flected in the 1936 rate unless the Legisla- 
ture takes steps to provide relief to car 
owners. .... 

“The Commissioner of Insurance pro- 
poses a’plan which will absorb this in- 
crease for all cars and at the same time 
reduce by thirty per cent the cost of 
placing a car on the road. 

“To do this it is necessary that certain 
changes he made in the law .... The 
proposed plan would separate the good 
drivers from the bad drivers and would 
place the burden of paying the bill for ac- 
cidents upon the car which is responsible. 

“Unless this legislation is passed and 
the law is amended, rates must be mater- 
ially increased in every zone in the state 

‘ The proposed plan will cover the 
pedestrian for any and every type of 
iniuries that might possibly happen to him 
on the highway. 

“I propose that ‘occupants of other 
vehicles be insured for death and dis- 
memberment only, and that the expense 
of other claims he borne by the individual 
who is responsible for the accident. 

“« ...T am of the opinion. since the 
cuest is a licensee upon the highway, hav- 
ing waived his inherent rights, that when 
the driver of a car in which he is a guest 
negligently injures him, he should look 
for recovery from the owner of the car. 
T helieve that this type of claim should be 
eliminated altogether from the law. .. . 

“Tf the driver has been adiudged by 
anv court in the Commonwealth as heine 
necligent and the owner fails to pav a 
just claim within ninety days after judg- 
ment, then I believe that he is an unfit 
nerson and should be barred from the 
highwav by revocation of his license and 
registration until he satisfies such judeo- 
ment and further gives evidence of his 
eood faith by providing complete insur- 
ance coverage for any and all injuries to 
pedestrians and occupants of other cars. 


“In combining the best features of the 
protection afforded by our compulsorv in- 
surance law with financial responsibility 
which follows the trend of legislation in 
26 states and the District of Columbia 
during the past six vears, we shall have 
a law which is sound and fair... .” 


A short time after the Governor’s 
message was delivered “The Stand- 
ard” reports that his Secretary. Mr. 
Richard D. Grant, repeated the Gov- 
ernor’s arguments in favour of a 
change in the compulsory law in a 
radio address. The Standard’s report 
reads in part as follows: 

“Its disadvantages far outweigh its ad- 
vantages,” said Mr. Grant of the present 
compulsorv law. “Well, then, you say, 
why doesn’t the legislature do something 
about it?”—a perfectly natural question, 
but one that does not take into account 
the many factors which combine to keep 


the present insurance racket going. 

“You mustn’t forget for a minute that 
there are crooked lawyers interested in 
this matter—shysters who gain their liv- 
ing by manufacturing perjury. You must- 
n’t forget the crooked doctors who can 
testify, without batting an eye, to the 
frightful pain of an accident victim who 
never received a scratch—for a fine, fat 
fee, of course. 

“And then you mustn’t forget the 
crooked insurance adjusters. The woods 
are full of them—ready on a moment’s 
notice to approve a settlement with the 
knowledge that a portion of it will be 
‘kicked’ back into their own pockets. 
These are the people who want to see the 
present compulsory motor vehicle insur- 
ance law continue—as is. 

“Why shouldn’t they? It means dol- 
lars and cents to them.” 

I am not informed what has been 
done in this matter; but, according 
to my latest information, Governor 
Curley’s message was under consid- 
eration by the Legislature and his 
proposed amendments were being ac- 
tively pressed. It is sufficient for the 
purposes of my address to point out 
that even in Massachusetts the pen- 
dulum seems to be swinging away 
from the idea of general compulsory 
insurance in favour of safety or 
financial responsibility legislation, the 
two basic principles of which have 
always been not to penalize the good 
driver for the faults of the bad driver 
and to hit at financial irresponsibility 
by penalizing non-payment of judg- 
ments, 

In passing it is interesting to note 
that it was exactly ten vears ago in 
this same city of Seattle that our 
friend, the Hon. Wesley E. Monk, 
then Commissioner of Tnsurance for 
the Commonwealth of Massachusetts. 
first undertook to describe the new 
general compulsory law of his state 
to this Convention. 


Enactment of Safety - Respon- 
sibility Legislation 


T have described the revision in 
1935 of the A.A.A. Safety-Respon- 
sibility Bill and the promulgation in 
1934 by the National Conference on 
Street and Highway Safety of “Act 
IV.” of the “Uniform Vehicle Code” 
known as the Uniform Motor Vehicle 
Safety-Responsibility Act. Now a 
word as to the legislation actually 
adopted in the several states and 
provinces. 

Twenty-seven states, the District 
of Columbia, and the territory of 
Hawaii have today automobile 1i- 
ability security laws of one kind or 
another, 

Fifteen states and the District of 
Columbia have statutes closely fol- 
lowing in form and substance the 
A.A.A. Bill or “Act IV.” of the 
Uniform Vehicle Code, although a 
number of them lack full reciprocity 
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provisions in that they fail to recog- 
nize Canadian judgments and convic- 
tions—some of them not even recog- 
nizing judgments or convictions of 
other states. The fifteen states are: 


Oregon Nebraska 
Arizona New York 
West Virginia Maryland 
Colorado Minnesota 
California New Jersey 
Connecticut Vermont 
Delaware Michigan 
Indiana 


The following eleven states have 
statutes which follow in one or more 
particulars, in form or substance, the 
A.A.A. Bill or which, at any rate, 
require motorists to prove their finan- 
cial responsibility in one circumstance 
or another: 


Ohio Rhode Island 
Iowa South Dakota 
Maine Wisconsin 


New Hampshire Pennsylvania 
North Carolina Virginia 
North Dakota 


The states of Iowa, North Caro- 
lina and Virginia, for example, have 
adopted only the non-payment of 
judgment feature of safety-responsi- 
bility legislation; on the other hand, 
the states of Rhode Island and 
North Dakota require financial re- 
sponsibility to be proved only after 
conviction for offences under motor 
vehicle statutes and then in respect, 
of course, of future damages only. 
The Pennsylvania statute follows the 
A.A.A. Bill in many respects but de- 
parts widely from that model in a 
number of notable features, e.g. an 
“operator’s policy”, as distinguished 
from an “owner’s policy”, must be 
filed as “proof of responsibility” in 
the form of insurance. The Wiscon- 
sin law similarly follows the A.A.A. 
3ill closely as to form but with many 
important differences, e.g. it provides 
that conviction of violation of any of 
a multitude of minor traffic regula- 
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tions shall entail suspension of li- 
cense etc. or proof of financial re- 
sponsibility. 

However, it is probably significant 
and encouraging that the five states 
(Ohio, Oregon, West Virginia, Ari- 
zona, Colorado) and the District of 
Columbia, which have this year en- 
acted safety responsibility legisla- 
tion, have all followed closely either 
the A.A.A. Bill or “Act IV.” of the 
“Uniform Vehicle Code”. The com- 
bined influence of the National Con- 
ference on Street and Highway 
Safety and the American Automobile 
Association is obviously making it- 
self strongly felt. 

The twenty-seventh state is, of 
course, 

Massachusetts, 
with its general compulsory insur- 
ance law to which I have already 
directed attention. 

In Canada, the situation may be 
much more briefly described. During 
the past five years five provinces have 
joined the original three and all the 
following provinces have statutes 
closely resembling in substance the 
A.A.A. Bill: 

British Columbia Ontario 

Alberta New Brunswick 

Saskatchewan Nova Scotia 

Manitoba Prince Edward Island 

You understand, of course, that 
the interchange of suspension rulings 
between states and province is one of 
the most important features of this 
legislation and that such interchange 
cannot function satisfactorily unless 
the laws are reasonably uniform. 

I regret that time does not permit 
me to give you more particulars of 
the manner in which this safety re- 
sponsibility legislation is working, 
not only in individual states, but also 
as between the states and between 
the provinces and between the states 
and provinces across the international 
boundary. I should like to have 


given you some data showing how in 
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less than four years in a relatively 
small jurisdiction like Ontario more 
than 17,000 motorists have had their 
operators’ licenses and drivers’ per- 
mits suspended and been denied the 
privilege of driving, unless and until 
they proved their financial responsi- 
bility. I should like to show you how 
the states of New York and New 
Jersey and Pennsylvania and Mich- 
igan have co-operated with the Prov- 
ince of Ontario in the interchange 
of suspension rulings, with the result 
that the New Jersey victim of the 
negligence of an Ontario motorist 
who cannot collect his judgment has 
the satisfaction of seeing the Ontario 
motorist put off the highways of his 
own province until the judgment is 
paid. I should like to have explained 
how non-residents of Ontario have 
been permitted to prove their finan- 
cial responsibility by filing the certifi- 
cate of an insurer not authorized to 
do business in Ontario and how, in 
the result, Ontario victims of the 
negligence of American motorists not 
insured by companies admitted in 
Ontario have received compensation. 
While these matters are of absorbing 
interest to everyone interested in the 
constructive development of high- 
way safety and motor vehicle legisla- 
tion, they do not represent problems 
of immediate importance to this Con- 
vention and, accordingly, I pass them 
by in the interests of two or three 
other phases of my subject of direct 
interest to Insurance Commissioners. 

I should like to say, however, in 
this connection, that the Canadian 
provincial Motor Vehicle and Insur- 
ance Commissioners feel they owe a 
great debt of gratitude to the Safety 
Responsibility Committee of the 
American Automobile Association 
for the law drafted and recommend- 
ed by it which they have so generally 
adopted and that they are satisfied it 
has represented a staunch bulwark 
against the enactment of general 





One of the objects of Financial Responsibility bills is to protect those injured by requiring insurance of reckless and accident prone drivers 
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compulsory insurance legislation of 
the character in force in Massachu- 
setts by several of the Canadian pro- 
vinces. 

The Uniform Automobile 
Insurance Acts of the 
Canadian Provinces 

Up to this point my remarks have 
dealt exclusively with safety-respon- 
sibility legislation as contained in mo- 
tor vehicle statutes, together with the 
provisions respecting motor vehicle 
liability policies contained therein. I 
now direct your attention to the law 
of automobile insurance contracts as 
such. 

Five years ago, in my Hartford 
paper, I pointed out that, whereas 
the insurance laws of the several 
states of the United States made but 
little special provision for automobile 
liability insurance beyond authorizing 
it to be written, the effect of the en- 
actment of safety responsibility leg- 
islation in the Canadian provinces 
had been to require a general revis- 
ion of the law of automobile insur- 
ance contracts as contained in the 
provincial Insurance Acts. It seems 
that during the last five years there 
has been no legislation in any state 
respecting the phases of automobile 
insurance or motor vehicle liability 
policies which I am discussing where- 
as in Canada the general revision in 
prospect five years ago has been com- 
pleted and a revised Uniform Act 
has been in force in every province 
of Canada, except Quebec, since Sep- 
tember Ist, 1932. 

Some of you may recall that I told 
this Convention in Hartford how it 
had come about that six of the nine 
Canadian provinces had _ adopted 
what you would probably term an 
“Insurance Code” with some fifteen 
Divisions, each applicable to a dif- 
ferent class of insurer or a different 
class of insurance; that, in respect 
of the major classes of insurance, 
i.e. life, fire, automobile and accident 
and health, the provisions were uni- 
form in the “Codes” in the several 
provinces; and that, with reference 
to automobile insurance, the provin- 
cial statutes had for years contained 
upwards of twenty substantive pro- 
visions with respect to contracts of 
automobile insurance including “stat- 
utory conditions” which were declar- 
ed to be part of every contract of 
automobile insurance whether or not 
printed in the policy. I pointed out 
that the Canadian more or less stand- 
ard policy, including the statutory 
conditions, or “standard provisions” 
as they are frequently called in the 
United States, did not differ sub- 
stantially from the standard form of 
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policy used throughout the United 
States. I went on to point out how 
the enactment by Ontario as part of 
its Highway Traffic Act in 1930 of 
the A.A.A. Bill, which provided, in- 
ter alia, that “every motor vehicle li- 
ability policy shall be subject to the 
following provisions, whether or not 
such provisions are contained therein 
and notwithstanding any law or 
statute or provision of such policies 
to the contrary,” had automatically 
worked fundamental changes in the 
law of automobile insurance con- 
tracts in Ontario. I pointed out how 
absurd and impossible it was to have 
insurance provisions in our motor 
vehicle statutes conflicting with com- 
parable provisions in our insurance 
statutes and that, accordingly, a 
Special Committee of the Associa- 
tion of Superintendents of Insurance 
of the Provinces of Canada had al- 
ready undertaken to revise the auto- 
mobile insurance provisions of the 
Canadian provincial statutes to em- 
body the insurance features of the 
safety responsibility legislation in the 
expectation that, when the insurance 
statutes were so revised, the insur- 
ance features could be eliminated 
from the motor vehicle statutes. 

Now let us get this matter straight. 
I am approaching what I regard as 
the most important part of my ad- 
dress and I want to make sure that 
everyone follows and sees the point 
of my discussion. 

Let me put it this way: 

In 1930, when some fourteen states 
and three Canadian provinces had 
amended their motor vehicle statutes 
to include so-called safety responsibil- 
ity provisions, the forms of motor 
vehicle liability policy customarily 
issued throughout the United States 
and throughout Canada were not sub- 
stantially different. It is true that 
the Canadian provinces had given 
statutory recognition to certain so- 
called “statutory conditions” or stand- 
ard provisions and otherwise codified 
the law of automobile insurance con- 
tracts, but a Canadian policy issued 
in accordance with the law did not 
differ greatly from a United States 
policy issued without comparable 
statutory requirements. 

The problems represented by the 
insurance provisions of safety respon- 
sibility legislation were only just be- 
coming apparent and were the prime 
subject of my Hartford paper. The 
motor vehicle statutes of the fourteen 
states and the three provinces had un- 
dertaken to say, expressly as re- 
spected policies acceptable as proof 
of financial responsibility thereunder, 
and indefinitely, in some cases, in re- 
spect of other motor vehicle liability 





policies, that the policy should be 

subject to certain statutory provisions 

whether contained therein or not. 

These new provisions may be said to 

have had the following effect : 

1. They eliminated in favour of the 
third party, member of the public, 
the more or less standard exceptions 
from liability, i.e. driving under the 
statutory age limit, driving while in- 
toxicated, driving in a race or speed 
test, transporting (in a private pas- 
senger vehicle) passengers for hire; 


2. They eliminated in favour of the 
third party, member of the public, 
the condition precedent that notice 
be given within a reasonable time; 


3. They added a provision authorizing 
the insurer to proceed against the 
insured for damages paid in any 
case which would have been ex- 
cluded from coverage as between the 
insurer and the insured under the 
terms of the policy; and 


4. They added a provision that excess 
limits provided by the policy should 
not be subject to the new provisions 
so prescribed. 


It will be seen that, in waiving 
aside the necessity of privity of con- 
tract, the new legislation had dis- 
carded the original conception of a 
motor vehicle liability policy as a con- 
tract of indemnity. It had removed 
every defense which an insurer had 
heretofore been entitled to set up 
against its insured, in so far as the in- 
terests of an innocent third party vic- 
tim of a motor vehicle accident, who 
could prove negligence in the in- 
sured motorist, were concerned. But, 
in all of the fourteen states of the 
United States, either these provisions 
were expressly declared to apply only 
to “certificated policies,” i.e. policies 
offered as proof of financial respon- 
sibility under the motor vehicle stat- 
utes, or their application to motor 
vehicle policies generally was left in 
doubt. In no case did any state ex- 
pressly declare that all motor vehicle 
liability policies issued in the state 
should contain such provisions. 

Again, some of you will recall my 
explanation of the circumstances un- 
der which I said in Hartford that the 
Ontario Supreme Court Justice of 
Appeal who had investigated safety 
responsibility legislation under a 
Royal Commission issued by the On- 
tario Government in 1929, had come 
to the conclusion that, when Ontario 
adopted the safety-responsibility law. 
it should require these provisions to 
be contained in every motor vehicle 
liability policy thereafter issted in the 
province, whether or not the policy- 
holder had been or ever expected to 
be required to prove his financial re- 
sponsibility. I said that His Lordship 
had reached this conclusion for the 
following reasons : 

(Continued on Page 21) 
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THE TROUBLE WITH WORKMEN'S COMPENSATION 


S a nation we are confronted 
A with the adoption of a compre- 

hensive social insurance system 
at a moment when it is particularly 
evident that we are not in agreement 
as to how to handle workmen’s com- 
pensation, the one form of social in- 
surance which we have had with us 
for more than two decades! 

The legislative sessions of last win- 
ter, happily now over for most states, 
elicited more than the usual quota of 
thrills in that perennial melodrama 
wherein Private Compensation Insur- 
ance has thus far never failed to es- 
cape miraculously from her relentless 
enemy, Monopolistic State Insurance. 
In the 1935 version of the play as pre- 
sented in New York, our heroine was 
slated to die, in fact, to all appear- 
ances, was dead,—but was resusci- 
tated with the aid of the Fire Depart- 
ment in conformity to a last minute 
change in script which fortunately got 
to the Massachusetts road company 
just as the curtain was about to go up 
on the last act of the show! 

The swiftness of recent political 
changes makes it plain that there is 
real danger that the field of compen- 
sation insurance will suddenly be 
closed to private carriers not merely 
in one or two states, but in all, or 
practically all, of them. Now there 
are those even among casualty men 
who refuse to view this situation with 
alarm. “The compensation business,” 
they say, “will never be anything but 
a drain on us. Let the state take it 
over, and good riddance! Then we 
can turn our attention to our proper 
field.” 

I trust I may be pardoned if I ask 
these altruistic citizens a few ques- 
tions. 

Is compensation really any more 
affected with the public interest than 
is liability for injuries inflicted by 
busses and taxicabs? If the state 
were to handle any part of automobile 
liability, why shouldn’t it take it all 
over? How about injuries to the 
public inflicted by a contractor build- 
ing a subway or a highway at the 
specific behest of a public body? In 
short, if the present line fence be- 
tween your “proper field” and that of 
the state is to be moved at all, just 
how far back would you move it ; and 
are you sure that your neighbors (on 
the other side of the fence) would 
agree that you had moved it far 
enough ? 

Let us not be deluded. If compen- 
sation goes “Monopolistic State 
Fund,” there will be scant cause to 
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hope that the movement will stop 
there. More likely it will embrace 
automobile liability insurance in a 
considerable number of states. Though 
public agitation is hushed tempor- 
arily, the reality is that between a 
quarter and a half of the entire cas- 
ualty business is in imminent jeo- 
pardy. 
ee @ 
F we believe in private casualty in- 
surance, and in spite of its short- 
comings, I know of no reason why it 
is not infinitely to be preferred to 
state monopoly, then the only logical 
attitude for us at this time is a mil- 
itant one. But to defend our domain 
we must be shrewd as well as bold. 
Martyrs may eventually be canonized, 
but during their lifetimes they are sel- 
dom popular. Therefore, it behooves 
us, I think, to impute somewhat less 
blame to legislators, industrial com- 
missions, evil competitors, etc., than 
we have been prone to do in the past ; 
to switch from the black to the white 
keys, in other words, and assure the 
world once and for all that although 
there are many difficulties inherent in 
this compensation business the cas- 
ualty companies of the United States 
are perfectly capable of surmounting 
them. 
This will be an excellent start, but 
[ am sure it will be no more than that 
unless it is accompanied by an honest 
and unflinching effort to adapt private 
compensation insurance more closely 
to the needs of the public. It is with 


the problems incidental to this latter 
task that this paper is mainly con- 
cerned. 

3efore I proceed, just a word of 
explanation. I shall address myself 
mainly to the difficulties of the stock 
companies, but, I assure you, in no 
partisan spirit; unless it is partisan 
to oppose state monopoly. The fu- 
ture of all forms of private casualty 
insurance is threatened. The bills 
which so narrowly failed of adoption 
in recent legislative sessions were di- 
rected against stock, mutual, and 
reciprocal alike. The destinies of the 
participating carriers are linked with 
those of the stock companies, and each 
group, regardless of preference or 
prejudice, is in vital need of the co- 
operation of the other. 

I have set myself the task of reveal- 
ing to you “the chief trouble with 
workmen’s compensation insurance.” 
Two years ago, before this Society, I 
asked whether the chief trouble was 
“the rate-making plan,” and answered 
my own question, “No.” 

By “rate-making plan” I meant the 
plan for making manual rates; and 
subject to this definition I am well 
convinced that I gave you the correct 
answer. Indeed I hope to prove this 
to you in a few moments. This im- 
plies that in my opinion the adoption 
of the new rate level plan of the Na- 
tional Council on Compensation Insur- 
ance has not changed the situation 
materially. 

The statutes recently adopted in 
New York and other states where- 
under the companies collectively guar- 
antee the payment of compensation 
benefits in the event of the insolvency 
of one of their number are construc- 
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tive in purpose, and I am confident 
that they will prove equally so in 
practice ; but they do not correct the 
most important of the fundamental 
evils. 

ee @ 


HE chief trouble with compensa- 

tion insurance lies in the operat- 
ing plan of the stock carriers. This 
plan has broken down badly not only 
because it carries an acquisition cost 
which is higher than is economically 
justified, at least for fair-sized risks, 
but also—and this is even more im- 
portant,—it provides no way whereby 
a company whose aggregate loss and 
expense costs are less than the av- 
erage may share the resultant saving 
with its assured, either through rate 
reduction, or by way of a dividend. 

This ill-omened plan dangles a rich 
and speedy reward before the pro- 
ducer, but at the same time it deprives 
him of the salesman’s mightiest 
weapon; for he cannot lawfully vary 
his price, and many of the mutuals 
render excellent service at a net price 
lower than his. Unable to interest 
good risks, the producer is therefore 
forced to press doubtful business up- 
on his carrier. The company, having 
little to bargain with except its com- 
mission, feels itself hardly in position 
to be too “tight” in its underwriting, 
and falls back upon the “quota” plan; 
and the producer, regarding his stock 
company market as but a temporary 
one, is tempted to fill his quota with 
risks which he has tried unsuccess- 
fully to place with the mutuals. 

Now, if anyone believes in the pres- 
ent plan and feels that the troubles 
of the stock companies can be over- 
come by merely increasing the rate 
level, I invite his attention to what 
happened to the compensation busi- 
ness in the State of New York during 
the six years beginning with 1929 and 
ending with last year. I refer to New 
York because the figures for that 
state are particularly available, but 
fortunately there are several reasons 
why it is the best choice possible for 
this purpose. It is the most im- 
portant state in point of population 
and premium volume. It is a progres- 
sive, but not a radical, state. It is 
the domicile of many substantial com- 
panies, both stock and mutual. It is 
a “regulated” state, i.e. in New York 
not only are manual rates subject to 
approval by state authority, but the 
application of such rates and of the 
merit rating plans is closely checked 
by a strong Rating Board which is 
supervised by the Superintendent of 
Insurance. For all these reasons, the 
figures for New York are both de- 
pendable and significant. 

In order to present these figures 
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as Clearly as possible, I have had two 
charts prepared. That captioned “A” 
shows the loss ratio for each of the 
six calendar years for stock com- 
panies, mutuals, all participating car- 
riers and for the State Fund. The 
chart captioned “B” shows the pro- 
portion of total volume in each of the 
years just mentioned which was car- 
ried by the same entities. On each of 
these charts appears a rapidly ascend- 
ing line which represents the manual 
rate level. 

During the six years mentioned 
there occurred a sharp increase in 
rate level. The mean rate level for 
premiums earned in calendar year 
1929 was about 17% above the level 
of 1914. The level last year was 
about 52% above 1914. (This year 
it will be still higher.) Certainly, we 
cannot count on increasing rates so 
rapidly again, so that the period un- 
der review probably presents an all- 
time record for a rapidly rising rate 
level. Just what did these increases 
accomplish for the stock companies ? 

Little, if anything, I think, as re- 
spects their position relative to the 
field. 

If we divide the six-year period in- 
to thirds, we find the stock company 
loss ratio in the “low 70’s” for each 
successive two-year period.  Evi- 
dently no improvement there. The 
Mutuals’ loss ratio for separate cal- 
endar years runs fairly parrallel to 
that of the Stocks, but on a level be- 
tween 12 and 17 points lower. 


S for their proportion of total 

compensation business in the 
state, the stock companies dropped 
from 61.0% to 52.3% ; while, at the 
same time, the Mutuals increased 
their share slightly, i.e., from 21.4% 
to 22.6%. 





The results for the period might 
be summarized as follows: 

1. At the outset, the stock companies’ 
loss ratio was higher than their under- 
writing income could absorb in view of 
their acquisition and other expense costs. 
Heavy rate increases kept this loss ratio 
from any material rise, but did not reduce 
it to the “permissible” point. Loss in 
volume, both absolute and relative, ag- 
gravated the problem of controlling the 
expense ratio. 

Z. The Mutuals, on the other hand, 
started the period, and likewise ended it, 
with a comfortable loss ratio. This means 
that, in view of their low total expense 
ratio, mainly due to low acquisition cost, 
they made a large underwriting profit, 
and, as a group, were able to disburse 
substantial dividends to policyholders. 
They not only maintained their relative 
volume; their percentage of the total 
volume for the state has lately begun to 
pick up, whereas that of the stock com- 
panies has dropped rather sharply for the 
past two years. 

3. Even had rates been adequate at all 
times the stock companies still would 
have lost money consistently throughout 
the period. If adequate rates are those 
that will produce a loss ratio of 57.5% 
for the entire business of the state (this 
implies a contingency loading of 2.5%, 
and is, you will agree, a sufficiently rigor- 
ous definition), the stock company loss 
ratio would still have been over 60% for 
each year but the first. In other words, 
in all but the first year they would have 
used up the contingency loading, and have 
impaired their expense allowance, if the 
latter is 40%. Actually the expense ratio 
of these carriers averaged 44.7% country- 
wide, so that upon the distribution of vol- 
ume which obtained, the stock companies 
after the first year would have had an 
underwriting loss of 4.7% plus. How- 
ever, if it had been possible to obtain the 
higher rates under discussion, it is likely 
that the exodus of the better business to 
the haven of participating insurance would 
have been so accelerated as to increase 
both the loss ratio and the expense ratio 
of the stock carriers materially, so that the 
underwriting loss would have been con- 
siderably greater than the figure just 
named. 

Adequate rates might have miti- 
gated the situation. Certainly they 


(Continued on Page 28) 


B. RELATIVE VOLUME 
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“BUNK OF THE MONTH” 























EFORE starting our comments on the recent pamphlet by Herbert Cobb 
Stebbins titled "Our Mutual Problem" we wish to state that the grand 
prize for the Bunk of 1935 has been awarded to the Insurance Field, for the 
statement in its issue of July 4th that the mutual fire insurance companies were 
responsible for the defeat of the Illinois Code. Although the proposed Code 
was not entirely satisfactory to them the mutual fire insurance companies re- 


garded it as a distinct forward step and gave it their support. 
Field seems to be of the opinion that the National “tes 


The Insurance 
of Fire Underwriters 


is an organization of mutual companies. Let this serve as a formal denial. 

















“OUR MUTUAL PROBLEM" 


BOOKLET with this touch- 

ing title has recently been 

prepared and distributed by 
Herbert Cobb Stebbins. Mr. Stebbins 
is a general agent of Denver who has 
attained some prominence in the 
American Association of Insurance 
General Agents, having served for 
some time as the head of that body. 
Apparently mutual competition in the 
Rocky Mountain territory became 
more than annoying and in order to 
provide his agents with plausible 
arguments to meet this competition 
Mr. Stebbins prepared a compilation 
of all the misrepresentations, unsub- 
stantiated statements and __libels 
against mutual insurance now in cir- 
culation, interlarded with a few com- 
ments of his own. When it first came 
to our attention this spring we felt 
that nothing was to be gained by an- 
swering it in detail, since practically 
every point raised has been con- 
sidered in the Journal of American 
Insurance during the past few years. 
However, Mr. Stebbins has been in- 
dustrious in the circulation of his 
pamphlet, and questions with refer- 
ence to it have been presented to us. 
Although his original contribution to 
the literature maliciously misrepre- 
senting the mutual companies is an 
infinitesimal one, perhaps we should 
not draw too close a line and we will 
therefore devote this month’s “Bunk 
of the Month” to his booklet, even 
though it represents the “bunk” of 
the last ten years. 

To discuss thoroughly every ac- 
cusation against the mutual com- 
panies made by Mr. Stebbins would 
take far more time and space than we 
are willing to give to his summary, 
particularly in view of the fact that 
we have previously gone into detail 
on almost every point. What par- 


ticularly astonishes us is that al- 
though an insurance man of wide ex- 


perience, with sufficient confidence in 
his own knowledge of mutual insur- 
ance to set himself up before the pub- 
lic as an authority, Mr. Stebbins is 
guilty of a number of serious mis- 
takes of fact. We can scarcely con- 
ceive of Mr. Stebbins setting down 
in a pamphlet which is given the wid- 
est possible circulation a statement 
which he knows is not true. The only 
alternative is to believe that when Mr. 
Stebbins made his compilation he 
made no attempt to check on the 
truth of the supposed weaknesses or 
fallacies in the mutual plan, but 
merely accepted as gospel anything 
that was detrimental to mutual 11- 
surance. 

We shall point out and correct er- 
rors which were made even though 
the facts can be ascertained by any- 
one with energy enough to go to the 
original sources or to spend a little 
time in reference work. The reader 
can then draw his own conclusions as 
to the correctness of the opinions on 
mutual insurance which Mr. Stebbins 
delivers with an air of ponderous in- 
fallibility. — 


N this booklet Mr. 
states : 

“The very fact that 90% of all of the 
insurance written is carried in stock 
companies, shows that the vast majority 
of people are not gullible enough to be 
induced to sacrifice guaranteed protec- 
tion for cheapness and uncertainty.” 

As a matter of fact, over 55% of 
all of the insurance written is carried 
in mutual companies. If Life Insur- 
ance is excluded the stock companies 
have a little less than 80% of the total 
premium volume. Their margin in 
the fire and casualty field is not due 
to a public dislike for the “cheapness 
and uncertainty” of mutual insur- 
ance, but to the fact that the mu- 
tuals have only come into the general 
field of insurance since the turn of 
the century. The progress they have 
made in the past few years has been 


Stebbins 
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so remarkable that it is the chiel 
problem before stock companies and 
thei: agents. Mutual premiums in 
1935 will reach the highest levels ever 
attained in both fire and casualty 
fields, while the stock companies are 
still far below the peak premium vol- 
ume they wrote before the depres- 
sion. eee 


MUCH more serious error is 
contained in the following 
statement: 

“When one procures mutual insurance, 
he assumes a very definite and serious 
liability, for he has become a partner of 
all of the other persons who have insured 
with the same mutual. He is not acquainted 
with them, knows nothing about them, 
and yet is responsible to them as a part- 
ner, and for all losses and expenses in- 
curred by the entire organization.” 

It is difficult to see how a man of 
Mr. Stebbin’s experience in the insur- 
ance world could possibly fall into the 
blunder of confusing mutual com- 
panies and reciprocal organizations. 
Can it be that he does not know that 
a mutual company is a corporation, a 
separate legal entity with independ- 
ent existence, just like any other cor- 
poration? Is he not aware of the dif- 
ference between a corporation and a 
partnership? Let us state again that 
an individual who takes out an insur- 
ance policy with a mutual company 
does not become a partner nor does 
he become a stockholder in the com- 
pany. He makes a contract with the 
company, paying a stated premium in 
consideration for the company’s 
promise to indemnify him against 
losses from a stated cause. By rea- 
son of that contract he becomes a 
member of the company with the 
right to vote in its annual meetings 
and, if the policy is assessable, with 
the obligation of paying a stated 
amount in addition to the premium 
already paid in the event that the 
company is in need of further funds 
to meet its losses and expenses, In 
the modern mutual there is nothing 
indefinite about the liability assumed. 
It is stated clearly in the contract of 
insurance and anyone who purchases 
such a policy may read for himself 
the exact conditions under which he 
can be called upon for an additional 
contribution. We would suggest that 
when Mr. Stebbins revises his pam- 
phlet he consult a good attorney on 
the exact status of the members of 
mutual companies. 


HI following statements are in- 
teresting: 

“Mutual concerns employ no capital in 
their business, and many of them have no 
reserve fund or surplus. 

“In many states they are not held ac- 
countable to insurance departments and in 
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others are only under partial supervision.” 

Here Mr. Stebbins, deliberately or 
ignorantly, confuses the farm mutual 
companies which operate on the 
assessment plan with the advance 
premium mutual companies compet- 
ing with the stock companies he rep- 
resents. It is true that many of the 
farm mutual companies employ no 
capital in their business and have no 
reserve fund or surplus and in a few 
states such companies are only under 
partial supervision by the insurance 
departments. ‘The advance premium 
general writing companies are doing 
business under an entirely different 
statute in practically every state. 
They have ample funds and have 
built up very substantial surpluses. 
The mutual fire insurance companies 
who are members of the Federation 
of Mutual Fire Insurance Compan- 
ies, for example, had at the close of 
1934 combined assets of over $108,- 
000,000 and a combined surplus of 
almost $60,000,000. These companies 
set up unearned premium and loss re- 
serves on the same basis as the stock 
fire insurance companies, They make 
reports to the insurance departments 
on a form which is substantially the 
same. The companies which are 
members of the lederation are not 
to be considered as exceptions but 
rather as fair representatives of the 
advance premium mutuals. All of 
the mutual fire insurance companies 
had assets of $265,000,000 at the 
close of 1933 and these companies 
had a surplus of $150,000,000. It 
can hardly be said of such concerns 
that they employ no capital in their 
business. 

ee ®@ 


N considering the assessment li- 

ability assumed by the policy- 
holder in a mutual company, Mr. 
Stebbins makes the following state- 
ments: 


“Now some mutuals will claim that 
a member is liable for only one premium 
assessment in addition to his original 
premium, but this is a false pretense, for 
whatever may be expressed in the con- 
tracts, the courts have time and again 
ruled that mutual fire insurance companies 
organized under the assessment law, can- 
not limit the liability of a member, and by- 
laws to the contrary have repeatedly. been 
declared invalid by the courts. 

“If a mutual could actually guaranty 
that its policyholders could only be 
assessed one additional premium, then the 
value of the insurance would be propor- 
tionately reduced because the very object 
of an assessment is to pay liabilities in- 
curred and if the ability to collect is re- 
stricted so is the ability to pay. 

“There are still other mutuals which 
issue a so-called non-assessable policy and 
‘-laim that members cannot be assessed at 
all. Thereby they discredit the very 
theory of mutual insurance and it is ob- 
vious that even if the non-assessable fea- 
ture were held to be valid that it is of no 
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possible value to the policyholder unless 
the company is in need of assessments. 
ihen it naturally toliows that if the com- 
pany is in need oi assessments to pay its 
liabilities and cannot make assessments, 
the liabilities of the company cannot be 
paid,’ 

in the first statement above quoted 
Mr. Stebbins refers to “companies or- 
ganized under the assessment law.” 
these are the assessment farm mu- 
tuals previously reterred to, who 
charge no premium at all and who 
secure all of their tunds through 
assessments on their members atter 
they have determined the necessary 
amount of assessment through the 
experience ol the company. ‘Lhe 
statement made has absolutely no re1- 
erence to the advance premium gen- 
eral writing companies with whom 
Mr. Stebbins is competing. The 
courts have held without exception 
that the liability of mutual policy- 
holder is determined by the terms ot 
his contract. Practically this same 
question was asked by a subscriber 
o “Insurance Decisions” and in the 
May 1935 issue it was answered as 
follows: 

“The receiver of a mutual insurance 
company, like the receiver of any corpo- 
ration, is bound by agreements validly 
made between such mutual corporations 
and its members. : 

“The right of members of mutual cor- 
porations to limit their liability to each 
other is unquestioned. The appointment 
of a receiver will not void such an agree- 
ment. Specifically policyholders of a 
mutual company are subject to that con- 
tingent liability set forth in the company’s 
constitution and by-laws, which amount 
is neither increased nor diminished by 
virtue of a receivership. Most states re- 
quire that particular portion of the con- 
stitution and by-laws to be printed on the 
policy itself. However, the policy inva- 
riably specifically refers to that section of 
the constitution and by-laws which stip- 
ulates the policyholders contingent liability. 

“To put it another way, the receiver of 
a mutual insurance company stands in the 
shoes of the company. The fact that in- 
solvency in no way, shape or form alters 
the terms of the contracts validly entered 
into prior to insolvency. This is true of 
all its contracts, policy and otherwise.” 

The second statement shows a com- 
plete ignorance of the operation of 
a modern mutual company. Such a 
company does not depend upon 
assessments “to pay liabilities incur- 
red” but depends instead upon the 
premiums collected and if those 
premiums prove insufficient, upon the 
surplus of the company. It is only 
if both of these prove insufficient that 
an assessment must be made and then 
such an assessment is only for the 
additional necessary’ amount. An 
assessment of one additional pre- 
mium would, with most mutual com- 
panies in the general writing field, 
bring in millions of dollars in addi- 
tional revenue. The likelihood of an 
assessment being necessary at all with 


such a company is very small. Many 
of the mutuals have operated for over 
a century without ever levying an ad- 
ditional assessment. he rates 
charged the mutual policyholders are 
shghtly redundant and almost inva- 
riably there is an excess of premiums 
collected over the amount needed to 
operate the company and to pay the 
losses. DPart of this excess if regu- 
larly transferred to surplus and with 
the passing of time many mutual 
companies have accumulated a sur- 
plus so large that the possibility of an 
assessment to make up any deticiency 
in premiums passes into the realm ot 
mathematical possibilities rather than 
that of real probabilities. When a 
company has attained such a condi- 
tion it often issues non-assessable 
policies, because the emergency asset 
cuniained in the right to assess is no 
longer needed and the company then 
has less difficulty in meeting the mis- 
representations of stock company 
agents with reference to assessment 
liability. The basic theory of mutual 
insurance is not that all policyholders 
be assessed or assessable, but that the 
policyholders own the company and 
that the losses incurred by such pol- 
icyholders be paid, in accordance 
with the terms of the company’s 
policy contract, from the funds col- 
lected from the other members. 


Hit statement that “more than 

thirty states have expressly pro- 
hibited the insurance of public owned 
property in mutuals” leaves us a little 
bewildered, since we know of no state 
which has expressly prohibited the 
insurance of public owned property 
in mutuals and we have given the 
laws of all the states very careful 
study. Only slightly less ridiculous is 
the statement that “The constitutions 
of thirty-four states expressly prohi- 
bit the insuring of state property with 
Mutuals in that section of their Con- 
stitutions forbidding the pledging of 
their credit.” This provision of many 
state constitutions has been con- 
sidered in the courts a number of 
times where this very objection was 
raised to mutual insurance on public 
property and in no case has it been 
held that a policy issued by a mutual 
company whose assessment liability 1s 
limited by the policy contract con- 
stitutes a loaning of public credit. In 
twenty-six states with such a consti- 
tutional provision, statutes have been 
passed which explicitly authorize in- 
surance in mutual companies and not 
one of these statutes has ever been 
held to be unconstitutional. There are 
now decisions on this point in New 

(Continued on Page 24) 














Auto Insurance Legislation 
(Continued from Page 16) 


“He felt that it would be inimical to the 
public interest to permit the issue in the 
province of two kinds of policy, one the 
kind of policy which the motorist who had 
been required to prove his financial re- 
sponsibility would have to buy, and an- 
other (including a more restrictive cover- 
age and omitting the provisions giving 
judgment creditors direct rights of action 
against the insurer making the insurer un- 
conditionally liable to third parties) which 
could be sold at cut rates to other motor- 
ists. He recognized that to permit such a 
practice to develop would put many a 
motorist on inquiry as to his protection 
under his policy after the accident, and 
many a victim of a motor vehicle accident 
on inquiry as to whether or not he had 
been fortunate enough to be struck by a 
motorist who had been required to prove 
his financial responsibility. He felt that, 
inasmuch as one of the avowed purposes 
of the Bill was to induce the vast majority 
of motorist (say 80% or more) to buy 
insurance voluntarily, it would prejudice 
the ultimate success of the plan if it was 
not recognized. that probably not more 
than 10% of the motorists would ever be 
required to prove their financial respon- 
sibility and that, accordingly, steps must 
be taken to broaden the coverage and 
standardize the protection afforded third 
party victims of motor vehicle accidents 
under all forms of motor vehicle liability 
policies.” 

I went on to point out how Ontario 
had followed his Lordship’s recom- 
mendation in this respect and that all 
other provinces in Canada in adopting 
safety-responsibility legislation had 
done likewise. In commenting upon 
the A.A.A. Bill as recently’ embodied 
in the New York law, I pointed out 
that : 


“Apparently the original Bill did not 
probihit the issue by insurers of other 
forms of motor vehicle liability policies, 
although I am told that in practice in- 
surers, in many states which have enacted 
safety- responsibility laws, have discon- 
tinued the practice of issuing forms of 
policy containing coverages and provisions 
differing from, or narrower than, those re- 
quired to be issued where the policy is pro- 
posed to be offered as proof of financial 
responsibility.” 

“As regards New York State, it is per- 
tinent to add that, prior to the effective 
date of the New York Law, and the ruling 
of the Attorney General, the New York 
Insurance Department required companies 
doing business in New York to conform 
all policies to the financial responsibility 
law, by endorsement or by means of a 
letter direct to the Department stating that 
the issuing companies would consider them 
to be in actual conformity. I understand, 
further, that none of the states of the 
United States having financial responsibil- 
ity laws have required the issuance of 
policies printed in the statutory form, but 
have in all instances accepted the ordinary 
policies of the companies endorsed to con- 
form to the respective laws.” 


Having covered this ground at 
Hartford, | went on to say that: 


“The reasons for the recommendation of 
the Hon. Mr. Justice Hodgins and the pro- 
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visions of the Ontario law have apparently 
won unanimous approval in the A.A.A, cir- 
cles .... The revised Bill (A.A.A. Bill— 
1930 revision) specifically provides for 
uniformity of policy coverage through a 
recommendation for the amendment ef the 
insurance laws in accordance with a tenta- 
tive model Bill appearing as a supplement 
to the main Bill (Recommendation No. 2) 
... + There seems to be little room for 
difference of opinion on the merits. The 
crying insistent demand of the public is 
for a law which will protect the innocent 
victims of motor vehicle accidents who 
can prove negligence in an insured motorist. 

“This purpose is effectively accomplished 
in the Massachusetts compulsory law. The 
Safety-Responsibility law, offered in sub- 
stitution by the organized motorists of the 
country, must not fail to meet that de- 
mand, else it is doomed to failure. The 
public will become impatient and demand 
more drastic remedies if and when they 
learn that the claims of such victims may 
be defeated because the negligent motorist, 
although insured, cannot collect on his in- 
surance even on their behalf. Every in- 
sured motorist must be financially respon- 
sible to the victims of motor vehicle ac- 
cidents, unconditionally and absolutely, if 
the safety responsibility plan is to meet the 
demands of the public, and if the business 
of insurance is not to be brought into dis- 
repute. 

“Possibly the insurance companies have 
a bigger stake in this feature of the Bill 
than any other single interest. They have 
opposed general compulsory insurance and 
told the public that the safety responsibil- 
ity plan was ‘just as good’—indeed ‘better’ 
If this legislation fails to satisfy public 
opinion, the brunt of the criticism and the 
consequences of the reaction will fall upon 
them. The ‘Committee of Nine’ (appointed 
by the leading casualty companies through 
the Association of Casualty and Surety 
Executive) ..... is unanimously in favor 
of a uniform policy.” 

So the matter was left five years 
ago. The Canadian provinces went 
ahead revising their uniform auto- 
mobile insurance statutes in accord- 
ance with the principles and view 
points described at Hartford. The 
states of the United States had been 
recommended by the organized 
mororists represented by the Amer- 
ican Automobile Association and by 
the leading casualty insurance com- 
panies represented by the Committee 
of Nine to proceed to obtain the 
same objective by a different though 
equally effective route, i.e. by adopt- 
ing “Recommendation No, 2” to the 
A.A.A. Bill (1930 revision) ; in other 
words, by amending the insurance law 
of each state along the following 
lines : 

“No policy of automobile insurance 
against liability for personal injury and 
death and/or property damage shall be 
hereafter issued in this state unless the 
same shall conform to the requirements 
Of Chater? .... 20+: PING OE. cvasdnaxeses> 
a Aree (Safety Responsibil- 
ity Law) governing motor vehicle liability 
policies.” 

It was not until I commenced 
gathering data for this address that | 
realized that the states of the United 
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States and the Canadian provinces 
had not gone shoulder to shoulder in 
this matter during the past five years. 

In Canada, the Special Committee 
of the Association of Superintendents 
of Insurance of the provinces of Can- 
ada, appointed to revise the so-called 
Uniform Automobile Insurance Pol- 
icy Act of the Canadian provinces, 
completed its work in December, 
1931, and recommended a brand new 
Bill for enactment by all provinces. 
It is sufficient to say tor the purposes 
of the present discussion that the new 
bill undertook to revise the then ex- 
isting codified statutory provisions by 
incorporating therein the features of 
the safety-responsibility legislation 
calculated to protect the innocent vic- 
tim of the motor vehicle accident and 
to require the insurer to pay under 
virtually all circumstances notwith- 
standing any breach of conditions or 
other default by the policyholder. The 
new Uniform Bill was adopted and 
came into force in all the eight prov- 
inces on September Ist, 1932, and 
simultaneously the insurance pro- 
visions of the safety-responsibility 
provisions of the Canadian motor 
vehicle statutes were repealed. For 
almost three years, now, no motor 
vehicle liability policy has been per- 
mitted to be issued in any Canadian 
province, except Quebec, which does 
not comply with ‘this Uniform Act, 
i.e, correspond roughly to your stand- 
ard policy to which a so-called finan- 
cial responsibility endorsement has 
been added or, in other words, to one 
of the kind acceptable in New York 
and twenty-five other states as evi- 
dence of financial responsibility under 
the motor vehicle statutes, 

In the United States, on the other 
hand, | must confess that I was rather 
shocked to be informed that not one 
solitary state had adopted “Recom- 
mendation No. 2” as embodied in the 
A.A.A.  Safety-Responsibility Bill 
(1930 edition). Indeed, I was even 
more shocked to learn that “Act IV” 
of “Uniform Vehicle Code” adopted 
by the National Conference on Street 
and Highway Safety to which I have 
referred, had gone out of its way, or 
so it seemed, to make it clear that the 
insurance provisions contained there- 
in apply only to policies given as 
proof of financial responsibility. 
Worse still, in my judgment, is the 
fact that this “Recommendation No. 
2” has actually been abandoned, does 
not appear in any form, and is not 
even mentioned, in the 1935 revision 
of the A.A.A, Bill. 

So that as far as the state insur- 
ance laws are concerned, they seem 
to stand exactly where they stood 
five years ago. When I appreciated 
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this situation I wired a responsible 
authority in New York a couple of 
weeks ago, inquiring as to the prac- 
tice of the companies apart from the 
law. I inquired: 

“Is it possible today to buy in the United 
States a policy which permits the insurer 
to take advantage of defences against third 
party victims of motor vehicle accidents 
which are required to be waived under the 
safety-responsibility laws? .... 


The reply came back on the after- 
noon I was dictating the manuscript 
for this address: 

“Following New Jersey and New York 
decisions universal practice all states ex- 
cept New Hampshire and Massachusetts 
companies issue standard automobile pol- 
icy subject to conditions and limitations 
therein until assured becomes subject 
financial responsibility law.” 

It may be that | can see only one 
side of this question and that there 
are important considerations of one 
kind or another which have escaped 
me. 1 would not undertake to pass 
judgment upon such a matter as ap- 
plied to the United States because | 
cannot claim to be informed upon 
United States conditions. There may 
be “wheels within wheels,” as the 
saying goes, of which | know nothing. 
So I will content myself with point- 
ing out that during the past five years 
the Canadian provinces through the 
organization in Canada comparable 
to this Convention have prepared and 
secured the enactment of a new Uni- 
form Automobile Insurance Act 
which is hailed as a great advance in 
the field of insurance legislation in 
Canada, and leave my audience and 
readers to decide for themselves if 
comparable legislation in the states 
of the United States would be in the 
interests of the public and the bus- 
iness of automobile insurance in this 
country. 

The new Canadian Uniform Act 
virtually prescribes a statutory form 
of comprehensive automobile insur- 
ance policy. I have heard it said that 
statutory policies have been a curse 
in the United States. That may be 
true. But I presume all or most ob- 
jections to statutory policies are 
swept aside if all jurisdictions pre- 
scribe the same statutory form? Eight 
of the nine Canadian provinces do 
prescribe the same statutory form 
and the ninth province does not un- 
dertake to prescribe any statutory 
form. 

The Canadian Act requires all in- 
surers to file copies of their forms of 
policies which include forms of com- 
pulsory written application therefor 
and forms of endorsement with the 
Superintendent of Insurance in each 
province, who has complete discre- 
tion to approve or disapprove, sub- 
ject, in some provinces, to an appeal 
to the Appellate Division of the Su- 
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preme Cotrt. In practice the Su- 
perintendents of the eight provinces 
act, and approve or disapprove forms, 
upon the advice of a Standing Com- 
mittee on Automobile Insurance 
Standard Forms of our Canadian 
Superintendent’s Association. This 
Standing Committee, in turn, acts 
upon the advice of a Committee of 
Underwriters which meets frequently 
in Toronto and which represents 
tariff and non-tariff, as well as stock 
and mutual, insurers. Since the new 
Act became effective on September 
Ist, 1932, ninety-five per cent of all 
automobile insurance written in the 
eight provinces by stock or mutual, 
tariff or non-tariff insurers, has been 
written on “Standard Forms” of writ- 
ten application, policy and endorse- 
ment recommended by this Commit- 
tee of Underwriters, promulgated by 
the Standing Committee of the Cana- 
dian Superintendents’ Association 
and made mandatory in each province 
by the ruling of the Superintendent 
of Insurance. 
eee 


Guest and Family Claims 


I now want to touch upon the sub- 
jects of “guest” and “family” claims. 
The anticipated increase in the cost 
of third party personal injury and 
property damage. claims resulting 
from the broadened coverage of the 
new statutory policy has forced In- 
surance Commissioners and Legis- 
latures in Canada to give close atten- 
tion to the possibility of eliminating 
all possible collusive and otherwise 
improper claims and thereby off-set- 
ting, at least in part, the anticipated 
increased premium cost. The Gov- 
ernor of the Commonwealth of Mass- 
achusetts said last month that in his 
state “one-twelfth of the claim losses 
come from payments to guests oc- 
cupying the car of a _ negligent 
driver.” 

I have reviewed briefly the statutes 
of some twenty-six states of the 
United States relating to the limita- 
tion of liability of a motor vehicle 
owner for injury to or death of a 
guest. I know that this year so-called 
“Guest Laws” were enacted by the 
States of Arkansas, New Mexico, 
South Carolina and Utah. I find that 
virtually all of these laws limit the 
liability to guests to cases of “gross 
negligence” or “wilful misconduct” 
or to some similarly worded condi- 
tion. | know that statutes relieving 
motorists entirely unconditionally 
from liability to guests for negligence 
have been held to be unconstitutional 
in Delaware, in Kentucky and in 
Oregon. On the other hand, I am 
informed that “Guest Laws” of the 


character in force in some twenty- 
six states as above-described have 
been widely construed and applied by 
the courts without question and that 
the constitutionality of the original 
Connecticut law has been expressly 
sustained by the Supreme Court of 
that state and of the United States. 
On the constitutional question, I am 
advised that a statute which under- 
took to prohibit indemnity insurance 
coverage of guest liability would be 
of doubtful validity but that there 
could be no question about the con- 
stitutionality of permitting exclusion 
of such coverage, either in voluntary 
insurance or in insurance required 
pursuant to a compulsory or financial 
responsibility law, or of a statutory 
insurance regulation requiring 
“guest” and/or “family” coverage to 
be added by a special endorsement 
and/or for an extra fee or premium. 

In Canada there is no comparable 
constitutional difficulty. The several 
provinces have exclusive jurisdiction 
respecting all matters of “property 
and civil rights” and there is no possi- 
bility of the legislation I am about 
to describe being successfully chal- 
lenged in Canada on constitutional 
grounds. 

The Uniform Automobile Insur- 
ance Act of the Canadian Provinces, 
after providing that: 

“17 (1) “Every owner’s policy shall in- 
sure the person named therein, and every 
other person who, with his consent, uses 
or is responsible for the use of any auto- 
mobile designated in the policy, against 
the liability imposed by law upon the in- 
sured named therein and upon any such 
other person for loss or damage . 
resulting from bodily injury to or the 
death of any person; or damage to prop- 
erty; or both,” 
undertakes to outline certain statutory 
exceptions from liability. It says, in 
so many words: 


“20. The insurers shall not be liable 
under an owner’s policy or a drivers pol- 


(b) for loss or damage resulting from 
bodily injury to or the death of any per- 
son insured by the policy, or the children, 
wife or husband of any such person; or 

unless the coverage is expressly ex- 
tended under section Ze: 

(d) for any loss or ’ damage resulting 
from bodily injury to or the death of any 
person being carried in or upon, or enter- 
ing, or getting on to, or alighting from, 
the automobile .... 

You will observe accordingly, that 
an insurer is not even permitted, 
much less required, to insure the 
children, wife or husband of the per- 
son insured by the policy and may 
only insure the guest if the coverage 
is expressly extended under section 
22, which latter section requires it to 
be extended 


“by an endorsement on the policy and 
in consideration of an additional stated 
premium.” 
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The provisions above-described are 
as contained in the original Bill which 
came into force in the several prov- 
inces on September Ist, 1932. Since 
that date no motor vehicle liability 
policy has been permitted to be is- 
sued by any insurer which covers the 
“children, wife or husband” even by 
endorsement or covers the gratuitous 
passenger or “guest” without an en- 
dorsement. The purpose of abso- 
lutely denying liability to the wife, 
husband or children requires no fur- 
ther explanation. The purpose of 
permitting the passenger or guest to 
be insured only by endorsement for 
an additional stated premium is not so 
apparent. 

Guest claims in Canada have 
bulked just as largely in the claim 
costs of companies as they have in 
the United States. The purpose of 
“isolating” the socalled guest claims 
was partly in the hope that many pol- 
icyholders would not pay the ad- 
ditional premium and partly to facil- 
itate the segregation of the loss cost 
experience data on guest claims in 
order that an adequate premium for 
the coverage might be determined 
and charged. The former hope proved 
ill-founded because agents and 
brokers advised their client policy- 
holders to take the passenger hazard 
coverage and because the companies 
felt obliged to charge only a nominal 
additional premium for the coverage 
until their loss cost experience data 
indicated what the premium should 
be. In other respects the legislation 
of 1932 has had unexpected results. 


A year ago a Bill was introduced in 
the Ontario Legislature by a private 
Member to amend the Highway 
Traffic Act to provide that the owner 
or driver of a motor vehicle should 
not be liable for any loss or damage 
resulting from bodily injury to or 
the death of a gratuitous passenger. 
The Bill was not even inspired by the 
insurance companies or the Depart- 
ment of Insurance and really arose 
out of an accident in which no insur- 
ance company was involved. While 
the Bill did not pass, it led to similar 
Bills in the provinces of Alberta and 
New Brunswick which did pass. This 
year the Bill came before the Ontario 
Legislature again and this time came 
with the support of the Administra- 
tion. It passed and came into force 
on April 18th, 1935. Today, there- 
fore, the motor vehicle statutes in the 
provinces of Alberta, Ontario and 
New Brunswick expressly declare, 
quite independently of the insurance 
statutes, that the owner or driver of 
a motor vehicle shall not be liable to 
his gratuitous passengers. 
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The following is the text of the 
Ontario law as so amended: 

“41a (1) The owner of a motor vehicle 
shall be liable for loss or damage sustained 
by any person by reason of negligence in 
the operation of such motor vehicle on a 
highway unless such motor vehicle was 
without the owner’s consent in the pos- 
session of some person other than the 
owner or his chauffeur, and the driver of 
a motor vehicle not being the owner shall 


be liable to the same extent as such owner. 
1930, c.48.s.10. 


(2) Notwithstanding the provisions of 
subsection 1, the owner or driver of a 
motor vehicle, other than a vehicle oper- 
ated in the business of carrying passengers 
for compensation, shall not be liable for 
any loss or damage resulting from bodily 
injury to, or the death of, any person 
being carried in, or upon, or entering, or 
getting on to, or alighting from such motor 
vehicle. 1935,c.26.s.11. 

I may add that in two other prov- 
inces, i.e. Manitoba and Nova Scotia, 
“Guest Laws” requiring “gross negli- 
gence” or “wilful or wanton miscon- 
duct” to be established in a negligence 
action by a gratuitous passenger, 
comparable to similar laws in half the 
states of the United States, have been 
adopted. In the remaining four 
provinces the common law continues 
to apply without modification. 

Now a word as to “family” cover- 
age. I have quoted the provision of 
the Uniform Act absolutely denying 
liability to the “children, wife or hus- 
band” of the person insured by the 
policy. You may be interested to 
know that one of a dozen miscellan- 
eous amendments to the Uniform 
Act which the eight provinces 
adopted within the past six months 
and which came into force on the Ist 
day of July last was an amendment 
to amend this family clause to read: 

“The insurer shall not be liable under 
an owner’s policy or driver’s policy... . . 

(b) for loss or damage resulting from 
bodily injury to or the death of the in- 
sured or the son, daughter, wife, husband, 
mother, father, brother or sister of the 
insured.” 

Tn other words, companies are now 
prohibited by law from insuring the 
children. wife or husband, and, in ad- 
dition, the mother, father, brother or 
sister of the policyholder in all the 
provinces of Canada except Quebec. 


Contributory or Comparative 
Negligence .Cases 


The decision of the Legislature of 
Ontario to relieve motorists from 1i- 
ability to their guests led to amend- 
ments to the contributory “Negligence 
Act” of the province in which you 
will be interested. I am reminded 
of your interest in this subject by a 
recent article in the “Spectator” (N. 
Y.) of May 30th, reporting the death 
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of the Brickler-Laack Bill in the Wis- 
consin Assembly : 
WISCONSIN BILL TO EASE 
COMPANIES’ BURDEN KILLED 


* * * “The bill, attacked as promising 
improper relief to insurance companies, 
would have replaced a statute permitting 
the collecting of all of a damage claim for 
any one judgment defendant in compara- 
tive negligance suits brought against sev- 
eral persons.” 


“Under the present law an insurance 
company is liable for the total damages 
assessed when there are several parties in- 
volved, but the other parties are financially 
unable to pay, regardless of the percentage 
of negligence determined for each party 
under the State comparative negligence 
law. The change sought would have made 
the insurance companies liable only for the 
percentage of liability assessed against the 
parties they insure.” 

During the past ten years several 
of the Canadian provinces have fol- 
lowed about eight of the United 
States, including Wisconsin, in the 
direction of ameliorating the rigour 
of the common law rule whereby a 
contributorily negligent plaintiff is 
debarred from recovery of any part 
of his loss by legislation adopting the 
more equitable rule of division of loss 
in proportion to fault. In 1924, for 
example, Ontario passed a Negli- 
gence Act which provided that, where 
damages had been caused by the fault 
of two or more persons, the court 
should determine the degree of fault 
of each and, while such persons 
should be jointly and severally liable 
to the person suffering the damage, 
they should also be liable as between 
themselves, to indemnify each other 
in the degree they were respectively 
found at fault. The Act went on to 
provide that, when an action was 
founded upon the fault or negligence 
of the defendant, and fault was 
found on the part of the plaintiff, the 
court should apportion the damages 
in proportion to the degree of fault 
found against the parties respectively. 
When it appeared certain that the 
bill relieving motorists from liability 
to their guests would pass, a bill to 
amend the Negligence Act was 
drafted and subsequently also passed. 
The amended Act, while retaining the 
features of the Act of 1924 I have 
described, goes on to say that, in any 
action brought for damages resulting 
from bodily injury to or the death of 
a person who was a gratuitous pas- 
senger or guest in an automobile at 
the time of the accident and the 
owner or driver of such automobile, 
i.e. the “host,” is one of the persons 
found to be at fault, no damage 
shall be recoverable for the portion 
of the damage caused by the fault of 
such host—a portion of which is re- 
quired to be determined although the 
host is not a party to the action. A 
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further provision, based on the same 
principles but not arising directly out 
of the elimination of the liability to 
guests, says that if the plantiff is the 
spouse of the negligent owner or 
driver of the car, no damages shall 
be recoverable for the portion of the 
damage caused by the fault of such 
negligent owner or driver. 

I need not point out that, in the ab- 
sence of these amendments to the 
Negligence Act a “guest” plaintiff 
who could show that the driver of the 
other car was, say, even 5% at fault 
could have collected all his damages 
from such driver if he were insured 
or otherwise financially responsible 
even though his “host” were 95% 
responsible for the accident. The 
same situation had always existed 
where the plaintiff was the spouse of 
one of the negligent persons. It is 
to be hoped that this legislation will 
accomplish at least one of its pur- 
poses, to wit; “ease the insurance 
companies burden” in order that more 
moneys may be available without ad- 
ditional premiums to pay genuine 
claims of really innocent third party 
victims of motor vehicle accidents. It 
will be interesting to see if other 
provinces and if any states follow the 
uncharted course thus laid by On- 
tario within the next few years. Cer- 
tainly the premium-paying motorist 
can’t have his cake and eat it and he 
can’t ask the companies to pay claims 
on the broad coverage now required 
by law in Canada without either pay- 
ing greatly increased premiums or co- 
operating with the law-makers to 
weed out the illegitimate “guest” and 
“family” and “comparative negli- 
gence” claims which are today such a 
burden on the insurance claim fund. 

eee 
Conclusion 

Five years ago, after taking almost 
an hour to discuss “Some Problems 
arising out of Automobile Safety Re- 
sponsibility Laws,” I presumed to 
conclude my address as follows: 

“Not only are the problems insurance 
problems, which must be solved sometime, 
they are problems pressing for immediate 
solution throughout the United States and 
Canada and, being insurance problems, 


their solution demands the attention of In- 
surance Commissioners.” 


I suppose the past five years could 
scarcely be characterized as ideal 
years to sponsor the addition to state 
insurance laws of provisions respect- 
ing automobile insurance contracts 
when such laws have rarely under- 
taken to prescribe the terms and con- 
ditions of any kinds of insurance con- 
tracts. The first responsibility of an 
Insurance Commissioner is the ad- 
ministration and enforcement of the 
insurance laws of his state, most of 
which relate to the financial respon- 
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sibility of insurance carriers, These 
responsibilities have been so onerous 
during the past five years that prob- 
ably few Commissioners have looked 
about for additional responsibilities 
or, as it were, new fields to conquer. 
There is evidence on every hand, 
however, that the next five years are 
going to be different. I think the 
worst is over for state insurance 
supervisory officials and I suspect 
some of them will find time to con- 
sider desirable changes in or additions 
to the insurance statutes of their 
states. If so, I suggest that there is 
no aspect of insurance legislation 
which has greater possibilities for 
good and the public interest than the 
field which is the subject-matter of 
this address. ' The surface has only 
been scratched. The problems in- 
volved will tax the ability and ingen- 
uity of the most able among us. The 
job is a never-ending one. Certainly 
the slogan “Every insured motorist 
must be financially responsible, abso- 
lutely and unconditionally, to the in- 
nocent victims of his negligence” is 
one calculated to challenge the imagi- 
nation of every government insurance 
supervisory official. 
eee 





The discussion of this paper by 
Commissioner Knott of Florida will 
be published next month. 


Bunk of Month 
(Continued from Page 20) 
Jersey, Idaho, Kentucky, California, 
Oregon, Pennsylvania and Wyoming, 
all holding that the issuance of a pol- 
icy in a mutual company does not 
constitute a loaning of public credit. 
It seems hardly possible that Mr. 
Stebbins was unaware of these deci- 
sions, but there is always the pos- 
sibility that he repeated’ parrot-like a 
contention made by some anonymous 
detractor of mutual insurance. For 
a complete review of this entire ques- 
tion we would recommend Mr. Steb- 
bins and anyone else interested to 
the booklet published by the Amer- 
ican Mutual Alliance titled “Mutual 
Insurance on Public Property.” It 
deals with it exhaustively and gives 

complete citations. 
ee ®@ 

R. STEBBINS refers to the 

list of 1776 mutuals, recip- 
rocals, exchanges and cooperatives 
which have ceased to exist. Appar- 
ently he does not keep up on his lit- 
erature, because if he had a copy of 
the latest edition of the “Retirement 
Record of Insurance Companies in 
the United States” published by the 
American Mutual Alliance, he would 
have found that 1865 mutual com- 
panies and 442 reciprocals have re- 











tired, making a total of over 2300. 
He would also have found that there 
have been 1690 stock company re- 
tirements and that in proportion to 
the number of companies organized, 
the record of the mutual companies 
is twice as good as that of the stocks. 
Over half of the mutuals organized 
are still doing business, while only 
one in four of the stock companies 
still survive. If the retirement of 
1776 mutual companies proves that 
the mutual system is unsound, what 
does the retirement of 1690 stock 
companies, out of a much smaller 
number organized, prove? 

We feel that we have given much 
more time to Mr. Stebbins than his 
pamphlet has earned. It should be 
obvious that he is way behind the 
procession in his attacks on mutual 
insurance and is far below the level 
of such scholarly gentlemen as C. W. 
Pierce and Frederick Doremus. His 
remarks on the communistic nature 
of mutual insurance and the threat it 
represents to business in general Te- 
call to our mind the remarks made by 
J. Albert Robinson of McKesson & 
Robbins before the Insurance Div- 
ision of the American Management 
Association. Mr. Robinson said: 

“Too many of our political and eco- 
nomic doctors, leaders and would-be lead- 
ers, have embarked on a wholesale spree 
of generalized accusation and counter-ac- 
cusation. The Insurance business has not 
been free from this same situation. It all 
reminds us of nothing so much as a group 
of children out of sorts and taking it out 
on one another by calling names and mak- 
ing faces. After all, how truly socialistic, 
in the worst accepted sense of the word, 
is mutual and reciprocal fire and casualty 
insurance? As a matter of fact, what is 
the basic principle of a stock insurance 
company? Isn’t capitalism itself, in its 
best aspects, a mutual enterprise? 

“It is strangely significant that one 
never hears that mutual life insurance 
companies or mutual savings banks failed. 
All of these mutual companies employ 
people, pay wages, and invest funds. Do they 
not make their own contributions to our 
capitalistic system, aid and encourage it? 

“As buyers we can reasonably urge the 
use of thoughtful publicity methods rather 
than the cluttering of the mails with 
propaganda and bunk. Buyers want to 
hear less innuendo and mud slinging by 
one school of insurance practice against 
another. After all, from the point of view 
of economic theory the difference between 
stock companies and cooperatives is no 
significance. The essential thing is the 
securitv which is back of the contract. In- 
surance huyers greatly resent having the 
finger of scorn pointed at them, with 
subtle aspersions cast upon their judgment, 
when they happen to make an insurance 
purchase outside the fold of the majority 
of insurance sellers.” 


We would recommend that Mr. 
Stebbins learn something about mu- 
tual insurance before issuing another 
pamphlet and in the meantime he 
might memorize the paragraphs 
quoted above. 
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Illinois Decision Holds Agency 
Qualification Law Unconstitutional 


JUDGE LAWRENCE E. STONE OF THE 
CIRCUIT COURT OF SANGAMON COUN- 
ty, Illinois, held that Section 11 of the 
agents qualification law which gives 
the Director of Insurance broad dis- 
cretionary powers to revoke the 
agents certificate of authority is un- 
constitutional. Because the section 
is sO interwoven with the balance of 
the act as to render it impossible to 
apply the act without that section 
Judge Stone holds that the entire act 
is invalid. 

It is still uncertain whether or not 
an appeal will be taken to the higher 
courts, Judge Stone has an excellent 
reputation and it is considered likely 
that he will be upheld. The complete 
decision is as follows: 

Chicagoland Agencies, Inc. 

vs. 

Ernest Palmer, Director, etc. 

This case is before the court for 
review on certiorari from a finding of 
the Insurance Superintendent refusing 
further to license the petitioner on the 
authority of Section 11 of an act in 
reference to the qualification and 
license of insurance agents and solici- 
tors, approved July 8, 1931. No argu- 
ment is made upon the merits of the 
investigation or finding of said insur- 
ance superintendent, but the only de- 
fense urged is that Section 11 is void 
and unconstitutional for the several 
reasons urged by the petitioner. 

Section 11 of the said act is as fol- 
lows: 

“A certificate issued under this act 
may be revoked and/or a renewal 
thereof refused by the director, if 
after due investigation and a hearing 
either before him or before any sal- 
aried employee of the insurance de- 
partment designated by him whose 
report he may adopt, he determines 
that the holder of such certificate 

(a) has violated any provision of 
the insurance law; or 

(b) has intentionally made a ma- 
terial misstatement in the application 
for such certificates; or 

_(c) has been guilty of fraudulent or 

dishonest practices; or 

(d) has demonstrated his incom- 
petency or untrustworthiness to tran- 
sact the insurance agency business.” 

It will be seen by an investigation 
of the act that no notice for the hear- 
ing there provided is required to be 
given the person who is deprived of 
his right to do business. No rules are 
prescribed for the carrying on of said 
investigation. It may be done by the 
insurance superintendent, if he wishes 
to do it, or he may designate some- 
one else to carry on such investigation. 
he act is so vague and uncertain and 
the power of the insurance superin- 
tendent so unlimited that he may con- 
duct an investigation in whatever man- 
ner he sees fit and may call anything 
he chooses as an investigation of a 
particular case, and act upon that. It 
is true that certiorari is provided 


whereby the courts may set aside or 
reverse any action in pursuance of 
arbitrary power, but that is not the 
determining question. It is the act of 
attempting to bestow arbitrary power 
upon any ministerial officer which our 
Supreme Court has universally con- 
demned. In the case of the People vs. 
Beekman & Company, 347 Illinois, 92, 
our Supreme Court had before it the 
question of the right of the Secretary 
of the State to fix the bonds provided 
in the surety law and the power there 
granted to the Secretary of State in 
fixing the penalty of bonds under the 
Securities Act. The Court there held 
that “a law was incomplete if it makes 
no rules by which the officer may be 
guided in the exercise of his discre- 
tion, and a law fixing discretionary 
power in an administrative officer 
without properly defining the terms 
under which his discretion is to be ex- 
ercised is void as an unlawful delega- 
tion of legislative power.” 

The power for _ discrimination 
against individuals under the act un- 
der examination is almost unlimited. 
The superintendent may conduct his 
investigation behind closed doors, may 
refuse to license whomsoever he will 
and disqualify whomsoever he will, 
subject only to his own disposition in 
doing so. It is presumed, of course, 
that such officers will act honestly and 
fairly, but again that is not the test 
of the validity of a law. The question 
is not what a particular administra- 
tive officer will do under a given state 
of facts, but the question is what he 
may do, and under Section 11 of the 
act in question I see no check what- 
soever upon the discretion of the of- 
ficer whose alleged right it is to act in 
pursuance of this section. The act 
gives no authority to someone to swear 
witnesses or to hear and consider their 
testimony, and as said before, fixes no 
limitation upon the power of the in- 
surance superintendent to inquire into 
the validity of the certificate to do 
business. He may just act, and when 
called in question may answer that he 
investigated as prescribed by the 
statute. 

The act being in my judgment 
clearly subject to the above sugges- 
tions there can be no question that 
following the language in a long line 
of decisions of our Supreme Court, 
this section must be held invalid be- 
cause it is subject to the above sug- 
gestions. (People vs. Beekman & 
Company, 347 Illinois, 92; People vs. 
Federal Surety Company, 336 Lllinois, 
472; People vs. Emerson, 325 Illinois, 
356; Mayhew vs. Nelson 346 Illinois, 
381, and cases therein cited.) 

I am constrained to hold, therefore, 
that Section 11 of said act is uncon- 
stitutional, and void. I am further of 
the opinion that this section is so in- 
terwoven with the balance of the act 
as to render impossible that the act 
should be efficacious without that sec- 
tion, and that, therefore, the act under 
examination is invalid. 

It follows, therefore, that the record 
which is brought before this court for 
review on certiorari should be and it 
is hereby quashed. 
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Commissioners Determine 
Valuation Basis 


THE VALUATION BASIS WHICH WILL 
BE USED FOR BONDS HELD BY INSUR- 
ance companies in preparing their an- 
nual statements will vary slightly 
from the current market prices, fol- 
lowing the adoption of the report of 
the Security Valuation Committee of 
the National Convention of Insurance 
Commissioners at Seattle. 


The report of the committee was 
as follows: 


“The convention publication of secu- 
rity values requires much preliminary 
work prior to the next meeting of the 
convention. The securities upon which 
valuations must be obtained are state, 
county and municipal bonds. To a con- 
siderable extent it is necessary to com- 
municate with local banks and invest- 
ment houses in order to determine the 
latest prices at which these securities 
have been traded. It is therefore 
highly desirable that the committee 
on valuation of securities consider the 
basis of valuation for this class of 
bonds and secure action of the conven- 
tion on this subject in order that the 
convention’s investment counsel may 
proceed with this work. 


“It is the opinion of the convention’s 
present investment counsel that a num- 
ber of the latest market quotations on 
representative state, county and munic- 
ipal bonds are excessive and do not 
represent fair market prices that may 
be realized over a reasonable period of 
time. It is likewise said that the 
market quotations on some of these 
bonds that are in default are lower 
than a fair market value that may be 
expected to be realized over a reason- 
able period of time. 


“It would therefore appear that in 
the establishment of a valuation basis 
for state, county and municipal bonds 
account be taken of these apparent 
conditions and those charged with the 
compilation of the convention book on 
valuation of securities be authorized 
to miake proper adjustments in ac- 
cordance with the following principles: 

“1. That such securities not in de- 
fault as to interest or principal be 
valued at the mean of the convention 
value of December 31, 1934, and the 
market quotations of July 1, 1935. 

“2. That such bonds in default as to 
interest or principal be moderately ad- 
justed in the judgment of the invest- 
ment counsel to reflect fair market 
value which should result in approx- 
imately the mean of convention values 
of December 31, 1934, and market 
quotations of July 1, 1935. 

“The following resolution is sub- 
mitted to give effect to these recom- 
mendations : 


‘Whereas, It becomes necessary to 
make considerable research in order to 
establish fair market values for state, 
county and municipal bonds in insur- 
ance company financial statements as 
of December 31, 1935, which work 
must be undertaken before the De- 
cember, 1935, meeting of this con- 
vention. 


(Continued on Page 27) 
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Social Insurance 
(Continued from Page 12) 


back up perhaps 2 billions of pur- 
chasing power between the trough of 
depression and the crest of the next 
boom. Slight as they are—sufficient 
on the average to cover not over one- 
fourth of the risk—sums such as 
these suggest the enormity of the 
need they would only partly fill. Is 
there evidence or hope of a better 
plan to fill the need? 


I} have it must be conceded, 
W waiteu patiently for business 
men voluntarily to make unemploy- 
ment provision but the simple fact is 
that, except for a few blue chip cor- 
porations, business men cannot or 
dare not take the initiative. When 
times are good there is no pressing 
need, when they are bad there is no 
courage. There is no blame in this 
situation: it is inherent. As it stands 
when men are let go they pass for 
support to the state and although 
business may — depending on your 
measure — be paying more or less 
than its share of the tax support for 
these men and their families, bus- 
iness managers need take no initia- 
tive, need justify no new departures 
to their stockholders. For the worker 
the protection of the employer-fund 
is no stronger than the pure accident 
of individual employer-responsibility 
and employer-honesty. Union funds 
have been even less successful. Even 
if it were proposed to permit it, no 
private insurance carrier offers itself 
to underwrite the unemployment risk. 
The only counter-proposal: compul- 
sory employee savings exists nowhere 
in this country in fact, and there are 
grave doubts whether the persons 
who need unemployment compensa- 
tion most can afford even a small 
part of their wages for this purpose. 
As a matter of fact on any decent 
living standard, a great proportion 
of these people are inadequately 
paid now. 

eee 


HE hazard of dependent old 

age, as we suggested before, is 
not only an old one, it is a rapidly 
increasing one. All authorities agree 
that even if the chances for individual 
saving (and keeping) change neither 
for better or worse, that by 2000 we 
shall have over 19 millions of old 
people (over 65) and at least one- 
third of these will be partially or en- 
tirely dependent. If things get not 
a bit worse than they were before the 
depression nearly 3 millions of these 
will be entirely dependent on public 
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support. Add the effect of the high 
living standards (and fewer chil- 
dren) demanded by the American 
economy of abundance and mass pro- 
duction, the (perhaps) increasing job 
insecurity connoted by the expression 
technological unemployment, the sub- 
tle deterrents to saving of unrest, dis- 
trust and universal queasiness, and 
these figures are almost certainly too 
low. liow much too low no one can 
say. Unlike the unemployment risk, 
which liquidates itseli periodically, 
the old age dependency risk is not 
only an increasing risk, it is also a 
cumulative risk. For not having taken 
thought, for having ignored the plain 
showing of the census reports, we 
have piled up on us an old age debit 
that makes the unemployment account 
look like 2 cents. It is so enormous 
that as we shall see in a later article 
it cannot be handled as a private 
debit, i.e., by setting aside financial 
reserves. ‘Lhere aren’t that many 
premier investments in the country. 
IXven at a modest $30 a month per 
dependent and person the cost would 
rise until it reached over 2 billions a 
year. 

The private insurance facilities of 
the country have been available for 
many years to provide for this risk. 
Group pensions particularly have ex- 
panded rapidly throughout the de- 
pression but like the unemployment 
compensation funds they are for the 
lucky employees of large and wealthy 
corporations. Present group pension 
plans in force will pay—in the future 
—8Y, millions of monthly pensions. 
At the very low rate of $30 a month 
this would cover only 260,000 work- 
ers, compared with the 35 millions 
of our industrial work force. Actually 
the average group pension is for a 
considerably larger sum than $30, so 
that many fewer workers are in fact 
covered. In addition some 3% mil- 
lion workers are covered under non- 
insured and (preponderately) non- 
guaranteed plant pension plans. Our 
figure of 35,000,000 _ incidentally 
leaves out all agricultural workers 
and self-employers, both eligible for 
old age pensions under our present 
state schemes, so that hardly 10 per 
cent of American workers are cov- 
ered adequately or inadequately for 
old age. 

eee 


NE might cite also private facil- 

ities for saving through life in- 
surance, savings accounts, and other 
methods. But analysis of data for 
both of these raises more questions 
than it answers. The average indus- 
trial policy runs under $400 and is 
taken for burial purposes and not for 
old age endowment; the ordinary 


policy is generally beyond reach of 
the social insurance fund member. 
Careful study of savings account 
figures, classified by size of deposit, 
makes it very dubious to assume that 
the relatively poor are improving 
themselves through this method. 
Finally in a very real sense all of the 
figures are beside the point. We 
Americans, poor and rich, are what 
we are and the effectiveness of our 
system expresses itself plainly in the 
figures we have given on our unem- 
ployment and old age debt. These 
figures are the end-product of our 
emphasis on mass production, high 
living standards and elaborate expan- 
sion of private credit. They make 
clear what otherwise must seem an 
amazing paradox: that America has 
the highest living standards among 
the nations, that there is no country 
where insecurity is greater. The fact 
is that our average is a higher av- 
erage, we swing through a wider arc 
of prosperity and want and we des- 
cend to abysmal depths. It is the 
fear of those depths that is our dead- 
liest insecurity. 

As for the illness risk, the Com- 
mittee on the Costs of Medical Care 
has provided convincing evidence of 
its magnitude and its social nature. 
Explicity and implicity the commu- 
nity has recognized for years its obli- 
gation toward this risk. Implicitly by 
provision of and subsidy for count- 
less hospitals and other institutions 
for the prevention, cure and treat- 
ment of disease, by appropriations 
for illness prevention activities, by 
passage of industrial accident and 
disease laws. [Explicitly by taking 
over on state charity those of its citi- 
zens made dependent by illness. An 
increasing proportion of American 
medical service is being provided by 
practitioners using capital equipment 
provided by the public. Even in good 
times between 10 and 20 per cent of 
the average physician’s services are 
donated to charity and in part pay- 
ment for his use of public facilities 
part of his time devoted to free work. 
Opinion differs violently—we shall 
come to this in a later article—as to 
whether public health insurance is a 
solution. The risk by our standards 
would appear to be social. 





eee 
A New Way to Pay Old Debts? 


One final word. No one believes 
of course that insurance as insurance 
prevents loss. It is a pool for dis- 
tributing loss into definite and rel- 
atively small shares. Depending on 
the risk and on the risk-bearer there 
may even be an incentive because of 
insurance to reduce risk as well as 
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pay for it. Certainly this was true of 
the early days of workmen’s com- 
pensation, it is true of power plant 
and elevator insurance, it is true of 
factory mutual fire insurance. It is 
always more or less true of every in- 
surance including life. But this is 
not to maintain that insurance will 
automatically reduce the total risk. 
Unemployment insurance for ex- 
ample may or may not be useful as 
a device to reduce the risk it covers. 
I am skeptical of its possibilities on 
any scale narrower than that of a 
nationwide fund, and even then the 
possibilities are both good and not so 
good. Essentially insurance may be 
and often is a new way to pay old 
debts: a formal contractual efficient 
way compared to the muddled, often 
high-pressure, emotional, _ political 
way. The contrast is not perfect or 
consistently clear but the advantage 
is all with insurance. 

And by the same token since insur- 
ance contributions are a better way 
to do the thing we have to do anyway 
there is less significance than is often 
supposed in the perpetual plea of op- 
ponents that social insurance imposes 
vast additional burdens that cannot 
possibly be borne. Somebody meets 
these obligations now. Ina very real 
sense social insurance imposes no 
burdens but formalizes and takes 
them over from other shoulders. 
More narrowly considered this finan- 
cial—as contrasted with the invest- 
ment—bugaboo rests on sonie hard 
facts. Social insurance in many cases 
does increase the direct financial bur- 
den on business. It may at the same 
time reduce the indirect burden of 
taxation but at a given time and place 
the important thing for a business 
man is the size of the immediate in- 
crease. It represents to him one more 
encroachment of the public on the 
private domain, and he knows it is the 
law of social legislation that it is 
amended more liberally with the 
years. A particular social insurance 
measure may appear to a reformer to 
be simply a minor stage in a universal 
trend, to the embattled business man 
it is a cruel breach in a crumbling 
bastion. As always the ultimate so- 
lution will be a compromise, some- 
thing somewhere between rosy hopes 
of the enthusiast and the conserva- 
tive’s fears of anarchy and chaos. 





Commissioners Set Values 


(Continued from Page 25) 


‘Resolved, That the committee on 
valuation of securities of the National 
Convention of Insurance Commission- 
ers recommends the following basis of 
valuing bonds of states of the United 
States and of the provinces of the 
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Dominion of Canada and political sub- 
divisions thereof for the inventory of 
such securities in the annual. state- 
ments of insurance companies as of 

December 31, 1935: 

‘1. Such bonds where not in default 
should be valued at the mean of the 
values established by the National Con- 
vention of Insurance Commissioners 
for Dec. 31, 1934, and the market quo- 
tations of July 1, 1935. 

‘2, Where such bonds are in default 
values should be established by the 
publishers of the convention book con- 
taining security values with such 
reasonable adjustments of market quo- 
tations as are warranted by the cir- 
cumstances involved in the separate 
issues. These adjusted values should 
approximate the mean of the valua- 
tions established by the convention for 
Dec. 31, 1934, and the indicated market 
quotation of July 1, 1935. These ad- 
justments in values shall be subject 
to review by the committee on valua- 
tion of securities.’ ” 

Superintendent Pink of New York 
presented the report at Tuesday’s 
meeting and it was approved Wed- 
nesday. 
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Editorial 


(Continued from Page 6) 


learii that he is entitled only to that 
place in the economic scheme of 
things that his services entitle him 
to, and that no legislative enactment 
nor organized movement is going to 
cover up his shortcomings and save 
him from public disapproval. 

If the American Agency System is 
to survive, its proponents will have 
to change their tactics very mate- 
rially. 

In all of this controversy there is 
a lesson for mutual insurance as well 
as an opportunity. 


Refuse to Modify 
Massachusetts Auto Act 


THE PROPOSAL SPONSORED BY GOv- 
ERNOR CURLEY AND COMMISSIONER DE 
Celles of Massachusetts to revise the 
Compulsory Automobile Liability In- 
surance Law has been rejected by the 
legislature. The Governor and Com- 
missioner expect to offer a modified 
bill that will merely eliminate from 
the required coverage liability on ac- 
count of guest suits. A hearing on 
that proposal was started by the 
proper legislative committee on July 
Oh. The Governor has also re- 
quested that a force of not more than 
one hundred extra police be appointed 
to investigate claims immediately up- 
on the occurrence of an accident so 
as to reduce the number of small 
claims. 


Insurance Commissioners 
Meet in Seattle 


THE ANNUAL MEETING OF THE 
NATIONAL CONVENTION OF INSUR- 
ance Commissioners, held at Seattle 
on July 9th, 10th, 11th, and 12th, was 
lacking in the dramatic issues and 
problems which made the past few 
gatherings so exciting. It proved to 
be a well conducted, routine affair, 
the most important unexpected de- 
velopment being the election of Com- 
missioner William Sullivan of Wash- 
ington as President. It had been gén- 
erally expected that Commissioner 
Boney of North Carolina would be 
re-elected but apparently the mem- 
bers of the National Convention pres- 
ent decided to honor this year’s host. 
Elected with Commissioner Sullivan 
were Ernest Palmer of Illinois as 
First Vice-President, George A. 
Bowles of Virginia, as Second Vice- 
President, and Louis K. Pink of New 
York as Chairman of the Executive 
Committee. The post of Secretary- 
Treasurer was left in the hands of 
Jess G. Read of Oklahoma, who has 
handled it with such success in the 
past. 

Other members of the Executive 
Committee are Samuel L. Carpenter, 
Jr. of California; U. A. Gentry of 
Arkansas; John C. Blackall of Con- 
necticut; Harry E. McClain of In- 
diana; Hugh H. Earle of Oregon; 
Arthur J. Ham of Wyoming and C. 
A. Gough of New Jersey. 

The Committee on Unauthorized 
Insurance submitted a report calling 
for a careful study of the methods 
that may be adopted to curb un- 
authorized insurance and the drafting 
of appropriate state legislation if it is 
deemed advisable. The Hobbs’ Bill, 
now pending in Congress, was defi- 
nitely repudiated, the Committee 
going on record in opposition to Fed- 
eral legislation pertaining to insur- 
ance in any manner. 

The report of the Committee on 
Security Valuations is given in detail 
elsewhere in this issue. The Com- 
mittee on the subject of Key Ratings 
submitted a report condemning rat- 
ings by private individuals on the 
grounds that they encouraged twisting 
and often do serious damage to rep- 
utable companies. 

A number of very fine speeches 
were delivered during the Convention 
and mest of those in attendance took 
some part in the discussions which 
followed. An excellent program of 
entertainment had been arranged by 
the local committee and from all in- 
dications the Commissioners thor- 


oughly enjoyed their stay in Seattle. 
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Workmen's Compensation 
(Continued from Page 18) 


would not have cured it, and quite 

probably they would have forced the 

stock companies into a weaker posi- 

tion than their present one, as far as 

prospective results are concerned, 
ee @ 


UST what, then, should be done 
to preserve compensation insur- 
ance for the private carriers? To my 
mind there is no mystery about that ; 
but since time is of the essence, and 
nothing by way of fundamental re- 
form is in active process as far as this 
observer can determine, I shall take 
the liberty of restating what I con- 
sider the proper program would be. 
1. The stock companies should adopt 
the participating plan. 3y this I mean 
a plan whereunder each year the com- 
pensation policyholders of a given com- 
pany would, as a group and irrespective 
of state lines, have returned to them as a 
dividend as great a percentage of the 
earned premiums as the company manage- 
ment can return after adequate provision 
for all liabilities and for reasonable 
profits to shareholders. This type of par- 
ticipating plan is analogous to that fol- 
lowed by the mutual companies. It is not 
to be confused with the rating plan as 
applied to the individual risk nor with any 
plan which has to do with the combined 
results for all companies. 

2. Acquisition cost should be drastic- 
ally reduced. The reduction should not 
he uniform for risks of all sizes, but 
rather should be graduated according to 
size of risk as measured in terms of 
premium; and this graduation should be 
reflected approximately in the premium 
collected from the assured. 

These are the two most essential re- 
forms. I believe their adoption is al- 
together imperative. The following 
are some of the advantages which | 
am sure would accrue from them: 

1. The adoption of the participating 
plan would harmonize the interests of com- 
pany and producer in respect of risk selec- 
tion; for the producer’s chief competitive 
weapon would be his company’s dividend 
rate, which is dependent on its loss ratio. 

2. With all carriers upon the partici- 
pating plan, and with much less than the 
present disparity between them as to total 
costs there would be no particular reason 
for controversy as to rate level, nor any 
justification on the part of state authority 
for refusal to approve rates which are 
abundantly adequate. 

3. With a safety margin in the rates 
for all well-managed carriers, manual rate 
changes would be less frequent and 
frenzied. This would not only promote 
economy and good will; it would tre- 
mendously facilitate the weathering of 
economic disturbances. 


I am persuaded that the changes 
just proposed are a prerequisite to 
any permanent peace or constructive 
development in the compensation 
business. There are two other prob- 
lems which, though not so basic, are 
sufficiently outstanding to require 
mention. 


JouRNAL oF AMERICAN INSURANCE 


T is obvious that in any given ter- 

ritory too many offices are at- 
tempting to engage in workmen’s 
compensation insurance. Even with 
reduced acquisition cost there is no 
hope for a profit in the business for 
any company which is unable to com- 
mand a fair volume in each territory 
it enters. 

The remedy here is necessarily the 
withdrawal of some carriers unless 
companies find it feasible to an in- 
creasing degree to pool their facilities 
in such matters as inspections, audit- 
ing and claims work. 

Although in theory the experience 
rating plan may attach too high cred- 
ibility to certain features of the ex- 
perience of the individual risk, there 
is still a question whether practically 
the good risks are adequately re- 
warded or the bad risks sufficiently 
penalized. We may be giving more 
weight than we should to the occur- 
rence of “serious” cases and to the 
actual cost of the non-serious cases ; 
and, on the other hand, we may be 
giving too slight heed to the frequency 
of compensable accidents. This is a 
highly technical problem and one over 
which stout controversy has been 
waged. I do not say that a more 
equitable solution than the present 
one can be found, but undeniably 
such an achievement would be of con- 
structive value if accomplished. Ad- 
mittedly any proposed solution will 
not be worthwhile unless it is reason- 
ably free from competitive manipula- 
tion. 

What I advocate is not “a scheme 
for putting the mutuals out of busi- 
ness,” as someone, | trust jokingly, 
labelled it a couple of years ago. 
After what so nearly happened last 
winter, this point should not require 
argument. “A house divided against 
itself cannot stand”; and if private 
casualty insurance is to survive, I am 
sure that it will do so as the result of 
a greater degree of harmony in 
method and in general objective than 
hitherto has obtained as between its 
component parts. 

Neither am I desirous of depriving 
the producer of his just remunera- 
tion. Rather, I feel that any system 
of insurance to endure must ade- 
quately recognize him. However, it 
is my belief that commission scales in 
the compensation business have been 
higher than is warranted by the com- 
pulsory nature of the coverage. Many 
individual producers recognize that 
a moderate rate of commission on a 
fair volume of business is preferable 
toa higher rate of commission upon a 
small and dwindling volume; and 
some of them are practising this 
theory privately whether or not they 
profess it publicly. 


It is probable that the selective 
process now operating against the 
stock carriers will be considerably 
slowed down if we enter a period of 
unusual prosperity. It is not incon- 
ceivable that we are shortly to enter 
such a period. In such event, it may 
turn out that with no fundamental 
reform at all the compensation busi- 
ness of the stock companies will show 
black figures for the time being. It 
would be a calamity of the first order 
if superficially favorable results are 
invoked as a preventive of perma- 
nently constructive remedies. I urge, 
therefore, that we prepare for the 
next deluge while the memory of the 
last is still vivid. 


Novel of South Wins Fame 
for Mutual Employee 


ALL OF THOSE WORKING IN THE 
FIELD OF MUTUAL INSURANCE WILL 
be interested to learn that one from 
amongst us has overnight won a lit- 
erary reputation. Robert Rylee is 
general assistant to the sales manager 
at the Hardware Dealers Mutual Fire 
Insurance Company office in Stevens 
Point. He edits and writes sales pub- 
lications, conducts the training of 
office sales employees and generally 
works at the task of making the pub- 
lic conscious of the superiority of 
mutual protection. In his spare time, 
at nights and over weekends, he tried 
his hand at writing novels. The first 
three went into the wastebasket be- 
fore being finished, the fourth, “Deep 
Dark River” has just been published 
and has been distributed as the “Book 
of the Month.” It has woy the unan- 
imous endorsement of the critics, the 
only differences between them being 
the number of adjectives used. For 
Rylee, however, sheltered as he is 
by the isolation of Stevens Point, 
life is going along its well ordered 
grooves. 

His novel is of the South and 
springs from the background of his 
youth. He was born in Memphis, 
Tennessee on September 17, 1908. 
His family, principally farmers of 
mixed English, Scotch and_ Irish 
blood, have lived in Tennessee and 
Mississippi for over a century. As 
a child he spent much time on his 
grandfather’s plantation and learned 
to know the negroes. At twelve he 
went to Andover to school and from 
there he went to Amherst to college. 


After college he made a European 
trip, traveling through France, Italy 
and England, often tramping along, 
getting acquainted with places and 
people, principally people. 
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WILLING TO MEET 
OBLIGATIONS 


A full realization of the true significance of the under- 





writer’s responsibility to his client . .. A clear under- 
standing of the definite promises contained in the 
insurance contract and what it involves ... A keen 
desire to serve the client’s best interest at all times... 
And a willingness to meet all obligations have been, 
in no small measure, responsible for Federal Mutuals’ 
enviable record and present high standing in the field 


of insurance. 


Strong .. Safe . . Reliable 




















FEDERAL HARDWARE & IMPLEMENT MUTUALS 


HARDWARE MUTUAL FIRE INSURANCE COMPANY OF MINNESOTA, MINNEAPOLIS, MINNESOTA 
HARDWARE DEALERS MUTUAL FIRE INSURANCE COMPANY STEVENS POINT, WISCONSIN ® 
MINNESOTA IMPLEMENT MUTUAL FIRE INSURANCE COMPANY OWATONNA, MINNESOTA 
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REINSURANCE... 


Che Lumber Mutual Fire Insurance Company 
of Boston, Mass. 


ORGANIZED 1895 





FINANCIAL STATEMENT 
December 31, 1934 


ASSETS 


Real Estate $ 264,464.21 
Bonds 2,886,383.65 
Bank and Public Utility Stocks 6,335.00 
Interest Accrued on Bonds 41,723.31 
Cash in Office and Banks 145,768.93 
Premiums due, not more than 3 months, net 73,609.04 
Amount recoverable for reinsurance on paid losses 32.53 


LIABILITIES 


Unearned Prems. on Pols. in Force...... $ 655,084.97 


Unearned Prems. on Pols. in unauthorized 
companies 113.23 


Reserve for reinsurance on unpaid losses 
for companies not qualified in N. Y. .62 


Reserve for losses in Process of Adjustment 29,078.65 
Reserve for taxes and other expenses 

accrued 25,037.22 
Reserve for Contingencies (including 

$200,000 Voluntary Reserve) 413,342.00 


Reserve for Depreciation of Bldg. 64,464.21 
Net Surplus 2,231,195.77 


$3,418,316.67$3,418,316.67 


Securities carried at $184,841.00 in the above statement are deposited 
as required by law. 


REINSURANCE UNDERWRITING MANAGERS 


EXCESS UNDERWRITERS, Inc. 


90 JOHN STREET NEW YORK CITY 
FRANK F. WINANS, President 
A. SHIRLEY LADD J. P. GIBSON, JR. 
Manager, Fire Department Vice President and 


General Manager 














